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A Curse on the Tinker 


A NOTHER mouse of restrictions has been brought forth from the 
Labour mountain. Once again, the public had been led to expect 
very much more than was imposed on them by Wednesday night’s 
announcement. Once again, the inevitable public reaction will be to 
conclude that the crisis cannot, after all, be as bad as the Government 
says it is. For the great mass of the people, the only impact of the 
economic crisis is to be the loss of twopennyworth of meat a week, and 
elaborate care is taken to see that there is no reduction in the supplies 
available to the canteens and restaurants where they eat. The rest of 
the restrictions are chosen to fall almost exclusively on those who are. not 
wage-earners. So far as the workers are concerned, the Government are 
still tinkering with the crisis ; it is the middle classes who get the tinker’s 
curse. 

This simply will not do. A revolution in the country’s economic posi- 
tion happened last week. Until Wednesday, August 20th, the British 
people were living on Lend-Lease and policy was governed by the hope, 
which was still officially entertained, that it would be possible gradually to 
restore the pre-war pattern of trade among the nations. Last week, all 
that ‘changed... For-one thing; the dollars have now run out. What 
Mr*Morrison called thé twélfth hour has struck, and it would be the 
height of foolish optimism to base any calculations.on the assumption 
that more dollars will be forthcoming either through the Marshall Plan 
or in any other way. For these new circumstances, a new policy is clearly 
required. Yet the Government announcement is at some paims to argue 
that these new cuts are merely a further instalment of the policy decided 
upon before the fateful day of August 20th. Moreover, something else 
of. the greatest importance happened on that day. The two crippling 
conditions. attached to the American Loan vanished-—the obligation to 
make sterling convertible was explicitly suspended and the non-discrimi- 
nation ‘provision, ‘for all Mr Snyder’s protestations of the sanctity of 
Article Nine, was tacitly abandoned. ‘Not only is there the most urgent 
neéd for 4 new policy, but there is a new freedom to devise it in the way 
best calculated to serve Britain’s needs and interests. But of a new 
policy there is not the faintest vestige of a shadow of a sign. All that - 
the Government can think of is the old policy, and not very much of that. 
Since they came into office two. years ago, Ministers have. contributed 
only one new idea to economic policy and that one, the nationalisation 


, .of basic. industries, is of precisely no relevance at all to the present crisis. 


For the rest, all they can think of to-do is to turn a bit further the screws 
of the old war-economy policy of the Coalition. All the old expedients 
are: being trotted out again, with the rations somewhat smaller and the 
targets somewhat higher. Even their boldest step, the policy for the 


> “expansion of agriculture, carries with it, as the following article explains, 


not asingle new idea about how it is to be done, The present course of 
y having been demonstrated to be in equate for the 
‘nation’s needs, ‘only recourse is to intensify it. 3 


‘Naturally, the old screws are getting harder vos caipinnsiriiiey Slee 





-. Naturally,:some of them will break under the Government's hand. And 
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naturally a policy so conceived will fail to achieve 
what is required of it. The first test of a sound policy for 
today i is very simple. Does it reproduce in every family budget 
and in every business profit-and-loss account a microcosm of 
the mation’s desperate straits, so that individual efforts and 
initiatives will pull in the same direction as the Government's 
policy ? Se far from trying to do that, the Government seems 
to be desperately anxious to insulate the great mass of the 
people—who, after all, have nearly three-quarters of the total 
of net personal incomes—from feeling any impact of the crisis. 
The feather bed is still their economic symbol. And as a 
result, for all their protestations to the contrary, the country 
will be lucky if it does not find itself living on the last vestiges 
of its stock-in-trade, and if the destocking crisis which occurred 
in coal last February is not repeated before very long through- 
out the length and breadth of the economy. 

It is difficult to feel very optimistic about the prospect of a 
really new course of policy emerging, either to recapture the 
control of the domestic economy that has been lost or to take 
such advantage as can be gained from. the new state of affairs 
in international trade. For one thing .the senior. civil servants, 
who are the real initiators of policy, are all very tired and over- 
pressed men who simply could not face the mental and physi- 
cal effort of starting again from first principles. And it is by 
now clear that the Socialist Ministers never had but one idea. 
They have been so obsessed with getting hold of the controls 
of the national economy, with “ seizing power,” that they have 
never stopped to think what they are going to do with it. In 
the one industry that is already nationalised, coal, there is an 
obvious policy to pursue ; but there are no signs of its being 
pursued, and meanwhile the coal industry goes on much as it 
did before. In the other industries that are about to be 
nationalised, the appointments made demonstrate a determina- 
tion that very little, if anything, shall be changed. So far the 
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Labour Party has made a negative contribution to economic 
policy. Nationalisation adds nothing, and the elaborate: def 
ence to trade union selfishness and nolo subtracts 
great deal. s 
There is no Case, at least in = Grids et th momey, for ¢) 
return to the methods of individualist laisser faire. a oe 
nation urgently “needs; and would respond ‘to, is some 
economic planning, some purposive direction of its affairs i 
of the present hortatory, sloganised drifting. Planning sale i 
terrors for the British people, provided it achieves results, 
Socialism ‘would be accepted by an overwhelming majority of | 
the people if it could only be given some meaning. Mr Mackay, 
in his letter to this journal dast week, ‘defined “ Socialist 
measures” as meaning almost anything other than o 
ownership of industry. This is, to say the least, a novel 
tion, worthy of Humpty Dumpty But if it is accepted by the 
Labour Party and the Government it at least means something.” 
What is infuriating is the Government's propensity for. 
nationalising first and then looking round for’a policy, of taking 
sweeping powers without the will to use them, of controlling 
for the sake of controlling and not for the sake of doing any- 
thing. If they would reverse the process, if they would first 
realistically face the facts about the country’s position, then 
work out the possibilities of altering the facts, then set targets 
that can be achieved and are consistent with each other, and 
only as a last stage evolve the controls and take the powers that 
are necessary to achieve the targets—if they would do that, 
then they would not need to worry about frightening the people 
by being too drastic or too extreme. Nothing that would emerge 
from such a process would be half as frightening as the present 
demonstration that, having failed in one line, they have nothing 
to put in its place, and that, with a hurricane blowing up, the 
committee on the bridge cannot agree either to alter course of 
to take in sail or even to batten down the hatches. 


An Expanded Agriculture 


C— F the making of targets, there is no end. When the Prime 
Minister announced earlier this month that the Govern- 
ment had decided on a programme designed to increase the net 
output of British agriculture by {100 million, or 20 per cent., 
by 1951-52, few people recognised this step as the most positive, 
and also the most far-reaching, item in the Government’s hastily 
assembled ragbag of policy and expedient to meet the economic 
crisis. It might have been just another exhibit to add to the 
gallery of rounded millions—like the coal target—but, in fact, 
it represents a fundamental decision by the Government about 
the future of the British economy The Government have said, 
in effect, that there is no hope of solving the problem of the 
British balance of payments before 1952, and probably not then. 
Britain must grow more food regardless of costs, and regardless 
of the British standard of living, because, within the range of 
practical forecast, it will’ be ‘unable to export manufactured 
goods on a sufficient scale to ensure adequate food imports. 
Implicit in the Government’s view lies the assumption that no 
conceivable change of economic fortune will turn the terms of 
trade sufficiently in Britain’s favour so that an adequate volume 
of rieapocted Sted: dnditaw snabetinls) cam: Ge obthiqed:tn retars: 
for British. experts.“ 

To. say that thin it a Aoctsiee at Gemeleciatat tametniiete 
prove it. wrong, _ At may be. that ima world. dominated . by 
American capacity, there is no_ possibility .of in- 


creasing the efficiency of that it can, meet, 
ng te of at Sere 4 ee eis 





ho soe a ca hethhicenrnallt vecallisiastiads Gm 
market than Britain. Again, political stress may postpone for 
several years the restoration of the rice economy in Asia—leav- 
ing the growing millions of those regions to be saved from 
‘starvation only by the shipment of cereals from the Western 
Hemisphere. All these things may happen; the Government's 
decision may, in the end, prove to be the right one. But no 
such far-reaching decision ought to be reached without full 
exposure and examination of the reasoning that leads up to it. 
And it is not only the justification for the policy that should | 
be debated in public. Even if there is no escape from the | 
forced growth of British agriculture to save foreign exchange, | 
it is high time that the British consumer began to count the — 
cost. 

To read the Government’s announcements one might be 
forgiven for believing that there will be no cost at all—that 
£100 million of imported food will simply be replaced by 
£100 million of additional home-produced food. In terms 
of present prices, the net output of British agriculture (that is, 
the value of the produce sold off farms after allowance for the 
cost of imported feeding stuffs), which was about £400 million 
before the:war and is, say, £525 million this year, is to be i 
creased to something over £600 million in five years’ time. Since 
the emphasis of the new programme is on dollar saving, and ot 
on the. saving of cargo space as in the war, the greatest stress 
LE ngieattnbannnere be emcee nant 





we 


& 


ShagFeaad agi eare 


a ~. 
g F 


Bagoae 


FLEES 


£8 


RBBBOILE 
@ragsks 


Ri nEE 


= 
ce 


i 








€ -. ‘ : 
Pat a ig A a2 a am ine ate 


THE ECONOMIST, August 30, 1947 


grown is accepted, some estimate of the eee trend of prices 
must be made. It may be true that the acento 
additional 20 per cent of food at home, at the of costs 
Gernling RSM, ta fc -vety Widener the Gout ith import- 
ing it, at the prices now prevailing. But it is as good as certain 
that world prices of food will fall, and fall heavily, before 
jong. And, as the new price list announced last week demon- 
strates, it is quite certain that the cost of British food will rise. 
It may be a case at the moment of a simple exchange of {100 
million of British food for £100 million of imported food. But 
it is likely to be a case, before long, of paying £150 million for 
British food to replace foreign food that could be bought— 
if the foreign’ exchange were forthcoming—for £75 ‘million. 
The difference will be paid by the British consumer, either as 
consumer or aS taxpayer. 

It is painfully obvious that the Ministry of Agriculture has 
no policy for securing the required 20 per cent increase in food 
production other than the hope that it can be attracted out of 
the earth by the pull of ever higher prices. Experience during 
the war showed that to secure a given increase’ in output, a far 
greater increase in direct costs and inducements was required. 
Between 1937-38 and 1946-47, the quantum of British agricul- 
tural output increased by rather more than a quarter, but the 
increase in total farming costs during this period was of the 
order of 90 per cent—wages, of course, were more than doubled 
during the period. It has been calculated, on the basis of pre- 
war prices and wages, that it cost £136 million to secure an 
increase in annual net output of £62 million between 1938 
and 1943-44. The Ministry’s announcement is relatively hope- 
ful about costs in future, for it counts on an improvement in 
farming efficiency of 2 per cent per annum during the next five 
years—which would provide half the expected addition to out- 
put. Fairly rapid improvement in the efficiency of agriculture 
has been achieved by increased mechanisation, upgrading of 
dairy herds and improved grassland, and if the ability and re- 
sources of the average farmer could be raised, the improvement 
would be more marked. But it is doubtful whether any great 
reduction in money costs can be expected from improved tech- 
nical efficiency—indeed, higher prices seem to be needed as 
a spur to greater efficiency. Certainly, the increase in farm 
wages during and since the war has outstripped the improve- 
ment in the efficiency of farm labour, yet farm workers will 
remain in a strong position to secure a further increase in real 
wages. 

It is, therefore, fairly certain that merely to offer higher prices 
and to pump extra capital into the land will not be the most 
economical method of procuring additional food supplies. 
Increased food prices will mean increased export costs ; overseas 
markets will have less to spend on British exports; and any 
improvement in the efficiency of British agriculture may well be 
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matched by overseas producers, thus’ preventing any reduction 
of the gap between the costs of British and imported food, 
There is no means of telling whether these points were studied 
when the programme was being ‘prepared. But if they were, 
they have apparently been waved aside. The Government, in 
this instance, are strangely careless about the standard of living 
of the people. They are at least prepared to condemn it to 
a sharp reduction without even explainitig the reasons why it is 
unavoidable. Their reliance on home food production would 
make any pre-war Tory administration gasp with ‘astonishment. 
Mr Morrison, in his broadcast last Saturday, declared that much 
of the talk about incentives was “bunk.” ' But one has only 
to look at the new schedules’ of prices to see how open-handedly 
the Government, on behalf of the British consumer, is extending 
incentives to the farmer. There is no mention of sanctions to 
ensure good farming, and no fundamental changes are proposed 
in farming technique or lay out. A farmer need do no more 
than his reasonable best, and he can rest assured that he will 
be perfectly safe under the new Agriculture Act. He can grow 
linseed at £55 a ton, wheat at 23s. a hundredweight, and 
produce pigs at 36s. a score. Linseed is a fairly new crop, for 
which the price has been pitched at the scarcity level contrived 
by Argentina ; wheat averaged 9s. 8d. before the war, and pork 
pigs 13s. §d. Now that prices are settled between the Govern- 
ment and the National Farmers’ Union on the basis that the 
least efficient marginal producer can pay his way, such prices 
as these are more than generous to a farmer of moderate ability 
and efficiency. The only remaining boon to be granted by the 
Government—and some farmers have been forward enough 
to suggest it—is to revert to the old system of taxation under 
Schedule B. 

It may be said that nearly half of the extra ‘profits. from 
farming will in due course be gathered in by the income tax 
collector. But there is an important qualification to this notion, 
for under the Income Tax Act of 1945 it is highly advantageous 
to invest in new machinery, and to recoup the generous allow- 
ances on new plant. The present backlog of orders for new 
farm machinery (and the black market premiums of {100 or 
so for new combine harvesters) show that the spurs to the rein- 
vestment of profits in new’ equipment are real enough for the 
farmer of any size and substance. But this isnot always true of 
the smaller farmer—and nearly 90 per cent of all the holdings 
in England and Wales are less than 150 acres. The new scheme 
offers no guarantee that the small man will re-equip on an 
adequate scale; he may prefer to pay off debt or put his profits 
by for retirement: ‘It is he who ig stéeped in tradition and 
inefficiency; he whose output would gain most from the applica- 
tion of new methods; and he who is usually least ready to accept 
help and advice. If the County Committees, on whom the task 
of putting the Government’s broad’ programme into detailed 
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effect will rest, are to succeed in their task, they will. need 
strength as well as tact in getting the best from the small 
farmers. 

The same reticence is evident in the statement about the 
landlord’s role. It is quite obvious that improved milk-yields, 
expanded beef herds and an increased pig. population will 
require much outlay for farm-buildings, water supply and grass 
drying plant. A Government scheme for financial assistance to 
encourage grass conservation is promised later. But how quickly 
can new farm buildings be provided—and who is to pay for 
them ? Only 37 per cent of agricultural holdings in England 
and Wales have piped water supply to farm buildings, and a 
mere 16 per cent to fields. When a landlord borrows at 3} 
per cent and charges his tenant 4 or perhaps § per cent for 
such improvements, he is helping the farmer at quite small 
cost to make an appreciable increase in his profit. The past 
seven years have weighted the scale increasingly against the 
landlord and in favour of the tenant—a familiar consequence, 
indeed, of inflation and fixed money contracts. Can the average 
landlord be expected to give the Government scheme his full 
support without a better return? How far will he succeed, 
under the new Act, in taking cases for increased rents to arbitra- 
tion ? Will he not require a freer hand for reconditioning old 
buildings as well as che construction of new ones ? 


* 


In the search for dollar-saving and increased self-sufficiency 
in home food production, the Government are embarking on an 
untried, and maybe perilous, experiment. It is, unfortunately, 
impossible to assert with confidence that its gloomy assump- 
tions about the future course of British export trade are wrong. 
But it is certain beyond doubt that the consequences of the new 
agricultural programme (whether it is justified by future events 
or not) will:mean a further, and permanent, reduction in the 
British standard of living. For all its sensible emphasis on an 
imerease in livestock and poultry, it still contemplates a wheat 
output half way between the pre-war level and the wartime 
peak, and increases of 180 per cent in the output of barley and 
between §0 and 60 per cent for oats, compared with the pre- 
war levels. At one and the same time, an attempt is being 
made to produce more high-class protein for human consump- 


Nationalism in 


HREE European nations have since the war been confronted 

with intense native independence movements in Far Eastern 
territories which were under their sovereignty in 1941. Britain 
in Burma, Mataya and North Borneo, France in Indo-China 
and Holland in Indonesia have had to face post-war situations 
which, in spite of local variations, have been broadly similar. 
Japanese invasion, spreading out to the Bay of Bengal in the 
west and to Java in the south, eliminated the European adminis- 
trations—the British and Dutch in 1942, the French in 1945— 
destroyed their prestige, set up formally independent states and 
spread far and wide the doctrine of “Asia for the Asiatics.” 
The Japanese gained little for themselves in the long run, for 
their arrogance and exactions soon made them unpopular with 
the peoples they “liberated,” and the news of their military 
defeats quickly destroyed” their” temporary tion for in-° 
vincibility. But the impetus given to nationalist movements 
continued to operate after a oearan eae ae: ea 
together in new formations of Jeddership those who had 
throughout the war sided with the Japanese, others who had 
always resisted the Japanese and others again who had changed. 
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tion, and more high-class feedingstuffs for livestock. 2. 
Minister of Agriculture was asked last week, who. would y 
this programme. of agrarian nationalism, he referred the. 
to Mr Dalton. The Chancellor has, on several i 
ferred with satisfaction to agriculture as “a great dollar 
It will be a great pound waster under the new sia 
haps that is the best ground for hoping that the increased 
will be passed direct to the consumer, where. they a 
belong and will be fully visible, and not forced on the oxpaye 
as increased subsidies. 

It may be that the British industrial consumer, by his fale 
to produce efficiently for export, has deserved to reap this 
bitter harvest. But he has at least the right, before he agrees to 


this new policy, to demand the fullest and most a 
answers to three sets of fundamental questions. 


First, what are the Government’s reasons for believing the 
British exports will never again be sufficient to pay 
for the pre-war volume of imports ? Do they agree 
with FAO that it will-not be long before there wil] 
again be a surplus of food in the world market ? And 
if they do, why do they think that Great Britain will 
be unable to offer goods in exchange ? Or is the new 
programme not intended to continue after 19§2? 
Will they give a pledge not to Keep out imported 
food, if it is available cheaply and can be paid for? 

Secondly, what methods do they propose for ensuring that 
the targets of production are in fact attained? Dp 
they propose to rely entirely on the offer of higher 
prices ? 

Thirdly, what estimate can they form of the cost of this 
programme to the British nation ? That is to say, how 
much higher fraction of his income will the ay 
Englishman have to pay out for food in, say, five o 
ten years’ time, than he would have to if, at that time, 
the country were still free to buy its food where it 
could be had most cheaply ? 


There may be convincing answers to all these questions, 
But before the country, in a moment of panic, throws over 
board the system of economy upon which its wealth and 
greatness were built, they should at least receive the most 
searching public examination. 


South-east Asia 


sides and at least begun to work a passage to the camp 
the United Nations. 

In each area there were in 1945 native armed forces, which 
had either been trained and equipped by the Japanese or-else 
supported and supplied with arms by Allied agents for guerilla 
warfare against them. In returning to their former territories 
in the last stage of the war, or after the Japanese surrender, the 
European Allies had to decide in each case whether to recognis¢ 
the new political and military organisations as de facto authori- 
ties and negotiate with them, or whether to stand firmly om 
their juridical rights and treat any local power not authorised 


from the metropolitan country as a merely private and unofficial 


body. 





The conditions of re-entry into. South-east Asia were, how- 


ever, very different forthe British on the one hand and the” 
French and Dutch on the other, The British fought their 


way back into Burma while the war was still going on and 
Maeda ion egetioa seems tp 
surrender ; thus not only returned with the prestige of 

victors, but with. ‘strength to_ prevent. usurpations 
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ernmental power. In Burma, the Japanese-sponsored 
Republic under Ba Maw had been involved in the collapse 
of Japanese power, and Aung San’s forces, who had crossed 
over to the British side, transforming themselves overnight 
in British military terminology from the BTA (Burmese 
Traitor Army) into the BPF (Burmese Patriotic Forces), were 
not strong enough to make an open challenge to the juridical 
sovereign. In Malaya, key points were taken over directly 
from the Japanese, and the Chinese Communist guerillas, 
who represented “ resistance” in Malaya, had no chance to 
seize power ; in Malaya, in any case, the division between the 
Chinese and Malay communities had prevented any real national 
movement from emerging, and the Japanese; anxious to keep 
so valuable a territory entirely in their own hands, had not 
tried to set up an independent state. Thus, both in Burma 
and Malaya, the British had a firm grip before the end of 
1945. They had the power to protect their own nationals and 
properties until agreement could be reached with native leaders 
and were nowhere at the mercy of mobs acting in the name of 
“ governments ” which could not, or would not, control them. 

For the French and Dutch the position was quite different. 
@wing to the conditions in their homelands they could only 
make their initial return to their Far Eastern territories through 
token detachments in the train of British forces marching in 
to take the Japanese surrender. ‘ Further, it had been agreed 
between Britain and the United States that northern Indo- 
China should be a Chinese strategic sphere ; southern Indo- 
China, including Saigon, had long been allocated to South-east 
Asia Command. Java, however, had originally been in the 
sphere of General MacArthur’s command—as it had been 
assumed that a landing there would be made either from 
Australia or the Philippines—and was only transferred to South- 
east Asia Command just before Japan’s surrender. 

These war-time dispositions, made for strategic convenience, 
determined the political issue. In northern Indo-China the 
Chinese protected the Vietnam Republic set up by the Viet 
Minh party. In southern Indo-China, British forces did 
not recognise the authority of this Republic and co-operated 
with the French in re-establishing their control. In Indonesia, 
the British expedition to take over from the Japanese had 
to be improvised and was carried out with an inadequate force ; 
at the outset, conscious of inability to defend themselves, the 
British, in spite of Dutch protests, accorded de facto recognition 
to the Indonesian Republic which had been prepared with 
Japanese support and proclaimed just after the surrender. 


There was no consistency of principle in the British dealings 
at this time with the French and Dutch respectively. Morally, 
the French case was far weaker than the Dutch, for the “ Vichy ” 
administration in Indo-China had been collaborating with Japan 
up to March, 1945, and the Viet Minh had been a resistance 
party supported by the Chinese and American authorities in 
Kunming. In Indonesia, on the contrary, there had never been 
any Dutch collaboration and Soekarno’s movement had been 
thoroughly pro-Japanese—though it was subsequently joined 
by other nationalists who had opposed the Japanese. Yet the 
British gave more support in the critical days to the French 
than to the Dutch, the overriding consideration being one of 
momentary expediency. In the sequel, both the French and 
Dutch were able to land some troops, but found themselves 
confronted with “republics” in being, claiming sovereign 
independence and denouncing any return of European soldiers 
and officials as “ aggression.” | 

In international law, neither the..Vietnam. nor Indonesian 
Republics have. attained any. juridical. existence, as. no, nation 
has given them formal diplomatic recognition ; the French and 
Dutch are, therefore, within their legal rights in crushing them 
as rebels, if they can. Nevertheless, these new regimes have 
had time to establish themselves to a degree of strength at 





Err 
which they can only be overcome by regular military tions. 
Such warfare, when undertaken by the Dutch, has t 
intervention of the Security Council. The French had pr 
viously been carrying on similar warfare in Indo-China for 
half a year without attracting the attention of the Security, 
Council, but the drift of events has made it clear to them 
that the procedure applied to the Dutch would be applicable, 
sooner or later, to them also, and France has therefore used 
the veto to stop a Russian proposal for direct Council super- 
vision of the truce agreement in Java. 

In Burma, by contrast, the British have managed to avoid 
any armed clash with the main nationalist leadership, have 
admitted it to power, and have raised no objection to the 
Constituent Assembly’s decision to proceed to sovereign in=| 
dependence in the immediate future. After the assassinations 
a month ago, all the dead Ministers were at once replaced from’ 
the same party formation with the concurrence of the Govemor,' 
Sir Hubert Rance. There was no disposition to use the crisis 
as an occasion for the Governor to resume emergency powers 
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or to postpone the constitutional development already planned 
to take place. The “British people are certainly entitled 
to congratulate themselves that their policy in Burma has been 
successful in avoiding violent collision with Burmese nationalism 
and that they have not a costly and devastating colonial war 
on their hands in the Far East, as both France and Holland 
now have, On the other hand, they should endeavour not to 
indulge in an excessive self-righteousness in relation to their 
French and Dutch neighbours, but try fairly to. understand, 
not Only the initial disadvantages from which they have suffered 
in the post-war period, but also hgw their conceptions of the 
solution to the colonial problem differ from the British. 

The French approach to the problem cf colonial nationalism 
—and the Dutch in general share the French outlook—differs 
from the British fundamentally in its idea of the new relation 
to be established with colonial territories as a federal one. The 
British approach the question of India or Burma with a habit 
of thinking derived from, the experience of constitutional adjust- 
ment with the Dominions over a long period of time. The British, 
have never been strong on the theory of the state or the makin: 
of written constitutions, and they have never spent their time, 
worrying whether the Empire was breaking up or not when self-, 
government was given to territories which had been governed 


. 


from London. The personal union provided by the monarchy, 
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was, of course, the element which gave continuity and averted 


any formal break ; even so, the British mind has now become 
so accustomed to parts of the Empire setting up house on their 
own that, even if they want independent republics, it is no 
longer thought impossible for them somehow to.belong to the 
Commonwealth. The British economic or strategic interests 
affected by these evolutions of self-government are by no means 
ignored and underrated, but it is a cardinal principle—or perhaps 
it would be better called an instinct—of British statesmanship 
that the important thing is to preserve goodwill into the new era 
as the only sure means of obtaining satisfactory settlements, 
France and Holland, on the other hand, see the solution 
in their Eastern territories in terms of imperial federation— 
or rather of two-storey federations, for in each case there is 
to be a regional, as well as a general, federation ; the Vietnam 
Republic is to be combined with Cambodia, Laos and, perhaps, 
Cochin-China in an Indo-China Federation, which will in turn 
be part of the French Union, and similarly the Indonesian 


The Balance of Payments—Il 


The Terms of Trade 


HE first article of this series analysed the relative import- 
ance of the different causes of the critical deficit in the 
British balance of payments. If the total deficit in the first 
half of 1947 (ignoring capital items, of course) can be guessed 
at the annual rate of £525 millions, then the responsibility for 
it can be very roughly distributed as follows (in ¢ millions) :— 


Pre-existing deficit’ (1938) -....... «0. os pecs csc 70 
Effect of changes in volume of exports and imports —189 
Effect of fact that prices have risen ...............,.. 105 
Effect of fact that impor prices have risen more 

SRNR OUR, TNS 2S. win svc come cne dean enn 170 
Increase in Government overseas expenditure ... 234(?) 
Reduction in interest receipts ........................ 100(?) 
Reduction in other invisible income ............... 26(?) 


Clearly the largest single item is the great increase in the 
Government’s overseas expenditure. In 1946, the total of 
£300 million was made up of £225 million for military 
expenditure (net), £97 million for relief and rehabilitation, 
£38 million for “Cost of Germany (net)” (not including the 
cost of the Army of Occupation), and an unexplained credit 
item of “Other (net)” amounting to {60 million. The total 
will certainly fall. Relief and rehabilitation expenditures are 
already ended and military commitments, it must be hoped, will 
fall very rapidly. Germany is to be self-supporting in five 
years’ time, and might even conceivably be able to bear the 
costs of occupation, On the other hand, Government overseas 
expenditure will not disappear. It was £16 million in 1938 
and the fall in the value of money by itself would make some 
mcrease necessary. Moreover there has been a regrettable 
tendency to locate the new international institutions in expen- 
sive places like New York. Perhaps the best guess that can 
be made is that Government overseas expenditure in the 1950s 
—the périod with which these articles are concernéd—is un- 
likely to be less than’ £30 million or more than £50 million a 
year. That would mean a relief, as ‘compared with the above 
table, of between £200 and £220 million. 

The future net receipts of interest and dividends are another 
puzzling item to estimate. It is often said that Great Britain 


is now 4 debtor country. “That ma pd We th ete 
values ate concerned. But it so h i " 
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Republic, comprising Java and Sumatra, is to be. c 

with East Indonesia in a United States of Indonesia, whi 
be combined in a federal union with the Kingdom 
Netherlands. In these schemes, real power will. be 
the federal authority at each stage and, . the feicwinea 
entirely voluntary, great value might be claimed for. 
elaborate political systems. But the nationalists of . Vie 
and Java see them as devices for maintaining French and D : 
rule in disguise. After all, it is the Vietnam and eve Same 
Republics which established a de facto independence, and the 

other territories with which they are to be federated are those 
over which the former European rulers have regained control, 

It is, indeed, very questionable whether there is any future 

for projects of federation between widely separated European 

and Asiatic peoples. The British way of liquidating colonial 

rule has its dangers, but it holds out better hopes of last- 

ing co-operation than an artificial and .complicated fedeaal 

structure. 
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on which little interest is paid. It is therefore not 
to suppose that Britain can be a debtor on principal account and 
a creditor on income account. On the other hand, the net recei 
of £80 million in 1946 is bound to be diminished. Some 
the sterling balances will be funded, or used to purchase Bri 
investments that are mow income-cearning ; and in the 19508 
there will be interest to pay on the American loan, against 
which can only be set the hope of revived dividends from some 
British properties, in Malaya and elsewhere, that are now pay- 
ing nothing. On balance, the country will be lucky if, im the 
1950s, it has net receipts in interest and dividends sufficient 
to pay for the Government’s overseas expenditure. 

Other “ invisible” income (chiefly shipping, insurance and 
banking earnings less film royalties) brought in £73 million. in 
1938 and £40 million in 1946. Shipping earnings can be ¢x 
pected to recover ; indeed, they may be quite high unless and 
until the German. and Japanese merchant fleets are_ restore 
Insurance earnings have held up well and should have some 
scope for further increase, Banking. and general merchanting 
earnings are more doubtful. Moreover, all these items. ate 
influenced, sometimes with some delay, by. changes in the 
general value of money. It would be foolish to attempt. to 
make a definite estimate of what they will amount to in the 
1950s ; but the upper limit cannot be much above £100 
million a year. 

What all this amounts to is that the net total of Government 
expenditure, investment income and other invisibles, which 
brought in £232 million in 1938 and led to a net debit of £18 
million in 1946, cannot be relied upon to bring in more ” n 
£100 million a year at most in the 1950s. On the other hand 
the net total ought not, at the worst, to be less than, say, J {0 
million on the right side. This, it should be Seat is not am 
estimate, but a mere setting of limits. ‘The that 8 the 













the. net total of all the “ invisible * items ig tkey to be. ver 
small—probably mot more than about 5. per. cent of the 

“visible” items—and that variations in the i Heme 9 of which, t 
is composed are not likely greatly to affect the main issue. 
contribution that the invisibles can make. to ‘the balance ‘of pe : 
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price factor that, in many > as the more more important; “The 
relationship between the prices of imports and ‘the prices of 
exports is the famous Terms of Trade of which so much is heard 
in current discussion. Tt is, indeed, one of the most fundamental 
of all economic phenomena, especially for a country situated as 
this one is. But it is also.one of the easiest of economic terms 
to misunderstand and mishandke. 

Crudely, what is known as “the Terms of Tradé ” is an index 


number derived by dividing an index of export prices by an 


index of import prices, This is what is graphed in the first 
of the accompanying diagrams. A rise in this index indicates 
that a representative unit of British exports can be exchanged 
for a larger quantum of imports than before; it is therefore 
said to be a move in Britain’s favour. It: will be seen that, 
over the generation that has elapsed since 1913, the terms of 
trade have, on the whole, moved strongly in Britain’s favour. 
This was not so in the first war, but in the 1920s (except in 
the boom years at the end of the decade) the index stood at 120 
or higher and in the early 1930s it moved up to 140 or higher. 
In 1938 it stood at 138 and over the war period as a whole there 
was not much change. It was only in 1946, and particularly 
in the first half of 1947, that it moved sharply against Britain; 
the June figure was 127. 

Basically, there can be no doubt at all that the “ favourable ” 
trend of the terms of trade in the 1920s and 1930s was in 
fact, as well as in economic jargon, very favourable to the 
British community. It meant that the necessary supplies of 
food and raw materials could be obtained, throughout those 
decades, with the expenditure of many fewer man-hours of 
Britis: labour (in the early 1930s with about one-third fewer 
man-hours) than would have been necessary if prices had 
retained their 1913 relationship. This meant that a very large 
total of man-hours was available for raising the national 
standards either of leisure or of consumption: Unquestionably, 
this was a great benefit to the country. Directly, living was 
cheap. Indirectly, new industries grew up on the purchasing 
power that might have had to be devoted to food and raw 
materials. Itwas, for example, demonstrated in The Economist 
at the time that the chief cause of the housing boom of the 
1930s lay in the favourable shift of the terms of trade. 

But the “favourable” nature of this shift requires some 
qualification. For one thing, some part of the man-hours set 
free by it were compulsorily devoted to unwanted leisure. A 
country that enjoys a “ favourable” shift in the terms of trade 
can either import more for the same expenditure of effort in the 
export trades, or it can import the same volume and have unem- 
ployment in the export trades. Britain did the latter; and it 
would have taken some clever explaining to convince the cotton 
and steel industries in 1933 that anything “ favourable” had 
happened to them. The standard of living of the community 
as a whole benefited, but part of the benefit was wasted and the 
gain in real income and leisure was unevenly distributed. 
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Secondly, the ee favourable shift in the terms of 





volume of imports into Great Britain has shown a generally 
rising tendency, while the volume’ of exports has ‘no’ les¥ ‘con- 
sistently fallen. If both are taken as roo in 1913, then the 
average volume of imports in the five years 


more than in 1913 but exporting nearly 40 per cent less. If 
the favourable shift in the terms of trade can be regarded as 
permanently assured—or, still better, if it can be relied upon 
to continue—then these persistent tendencies can be looked 
upon with the complacency with which they were in fact 
regarded. But a country which becomes increasingly dependent 
on imports while it is losing the habit of export is in a very 
vulnerable position if the terms of trade should happen to swing 
the other way—as the British people are now experiencing. 

The words “ favourable” and “ unfavourable ” should there- 
fore not be applied to shifts in the terms of trade without 
considerable qualification. Moreover, there is also danger of 
false conclusions being reached when the attempt is made to 
base future policy on the terms of trade. If the single object 
of policy is to move the terms of trade in Britain’s “ favour,” 
then by far the simplest way of doing so is to double the 
prices of all British exports. But the immediate effect would 
be a sharp fall in the volume of British exports. Such trade 
as was done would be on very “favourable” terms; but the 
gap in the balance of payments would be larger than ever and 
the country would starve. The example is not too fanciful, 
for it is quite possible that there will be a sharp fall in the world 
prices of primary products at some time in the next two years. 
If there is no fall in the prices quoted by British exporters from 
their present astronomical levels, then there will be a sharp 
“ favourable” shift in the terms of trade, but there will be no 
British exports. It may be to a country’s advantage to seek 
less “ favourable” terms of trade. 

The pure statistical conception, in fact, comparing prices 
without regard to the volume of trade done at those prices, 
is a barren and misleading one as a guide to policy. It is not 
nearly enough to say that British policy must hope for a 
favourable shift, and work for it. The definition of the object 
of policy is a much more complex formula, bringing in volume 
as well as price. For the next few years, the object of policy 


may be defined as such a relationship. between import prices 
and export prices that the necessary volume of imports can be 
bought and paid for with the lowest possible expenditure of 
man-hours in the export industries. In the next article an attempt 
will be made to reduce this abstract conception to figures. 
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NOTES OF 


The news from Paris is disquieting. Now that the technical 
committees have finished their work, and their estimated deficits 
have been added together, the sum which the 16 nations must 
seck to obtain from America is in the neighbourhood of $29 
billion for the next four years. Although the American economy 
undoubtedly could produce a surplus of some 28 billion dollars 
a year and indeed needs some such stimulus as a Marshall Plan 
(be it for Europe or Latin America or the Deep South) to maintain 
its present fabulous prosperity, it is quite certain that most Con- 
gressmen have not yet come to consider production programmes 
from this angie of enlightened self-interest. Nor, probably, could 
they be persuaded to do so unless the Paris plan looked like some- 
thing more substantial than the shopping list it is at present 
turning out to be. Concerned at the probably hostile reactions 
in the United States, Mr Robert Lovett, the acting Secretary of 
State, has both issued a warning that the programme emerging 
from Paris should be “reasonable and realistic” and sent two 
leading officials of the State Department, Mr George Kennan, 
who presides over the Department’s planning committee, and Mr 
Charles Bonsteel, hotfoot to Paris to persuade the Conference to 
moderate, even to the extent of halving, their estimated deficit. 

How should the nations assembled in Paris respond? One 
thing is clear. There is no sense at all in producing phoney 
figures in order to convince the Americans that less help is needed 
than is really the case. It is for the Americans, and not the Paris 
Conference, to decide how much the United States can afford. 
But two aspects of the crisis do concern the sixteen nations 
‘vitally. Since the figure they ask for is so large, it is all the more 
vital that it should be convincing and accurate ; yet reports speak 
of a certain amount of careless work on the part of the technical 
committees. The second point is even more urgent. A “ shop- 
ping list” cannot be sold to American public opinion. That is 
‘axiomatic. The only hope of securing anywhere near the desired 
figure lies im accelerating the work of the study group on Western 
Union and combining the presentation of the Report with a plan 
for unity. 

*x *x * 


Diplomacy and Steel 


The talks in London on the level of industry in Germany 
appear to have been gravely mishandled. At a time when full 
French participation in the Marshall plan is a condition of the 
scheme’s success and the French Government’s ability to hold its 
Communist critics in check is a condition of French participation, 
it is surely-ordinary common sense to take no avoidable steps to 
make the position of M. Ramadier’s team more vulnerable than it 
already is. And particular care should be exercised over the ques- 
tion of Germany, always the most delicate point in French diplo- 
macy. Yet the handling of the new plan for a German level of 
industry has been marked by the grossest clumsiness ever since 
General Clay first allowed the news of it to leak into the news- 
papers. 

The French Government learning from the press of the deci- 
sion to fix the new level at over to million tons of steel, took 
alarm, or rather were compelled to take alarm by the Comniunists 
who instantly dubbed the plan as an attempt on the part of the 
“ Anglo-Saxon trusts ” to rebuild Germany’s warmaking capacity. 
To smooth the way for M. Bidault, Mr Marshall offered Three 
Power discussions on the new plan and these have now taken 
place, but it is to be feared that they have done more harm than 
good, for without any serious modifications the French have 
been pressed to accept the new figure. They must now return 
empty handed and run the whole gamut of Communist criticism 
with heaven knows what damage to their prestige and indirect 
harm to the Marshall plan. 

The ‘affair is all the more unfortunate in that the dispute was 
perfectly unnecessary in the first place and the later discussions 
were largely a shadow play. The decision to fix a new level of 
industry was not designed to increase German production this 
year. It was simply a convenient method of fixing a new level for 
the delivery of reparations and, as such, need not necessarily have 


received any publicity at all. But even if the new figure of 10.7 
million tons of steel a year had been fixed primarily as a production 


target, it could not have interfered with France’s plans to raise 
its steel production to 12 or even 15 million tons a year. The 
French complaint was that the fixing of a new higher figure would 
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divert to German steel-making scarce supplies of coking coal 
which would otherwise be available for increasing French outs 
But in 1948 and 1949 when supplies of coking coal will be x 
very short supply, German steel production will barely hay 
reached the figure of 7.5 million tons of steel already accepted 
by France. By 1950 and 1951 there should be enough coking 
coal to supply all the various steel plants in Western . 
In any case, French supplies of Ruhr coal in the next few years ape 
safeguarded by the sliding scale fixed after the Moscow Confer 
ence, which guarantees France a rising proportion of a rising 
German coal output. nity 

The steel talks should therefore have been handled from a 
diplomatic rather than a technical angic. The French should 
have been able to take back to Paris a certain number of visible 
guarantees and concessions in return for their acceptance—which 
in any case they were ready to give—of the revised figures. Instead, 
it looks as though they have been compelled (under threat of po 
more dollars ?) to execute a bald and unadorned retreat. Tp 


— case, it would have been much better to have had no talks 
at all. 
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And Now the Programme 


There are three big omissions from the much-heralded 
austerity programme, the wider implications of which are dise 
cussed in a leading article on page 345. No mention was made of 
any more cuts in the armed forces. No mention was made of an 
autumn Budget to check the inflationary pressure. No mention 
was made of a reduction in the housing programme. 


There are two cuts which are up to expectations. The basic 
netrol ration is to be abolished completely after October 1st. Mr 
Attlee, in the debate on the state of the nation, had been content 
with a reduction of one-third. And the provision of currency 
for holiday travel abroad will be suspended completely from the 
same date—this prohibition being coupled with a naive appeal 
that people should refrain from going abroad in September if 
they possibly can, The petrol cut will compel people to lay up 
their cars for the winter months if they had not already decided 
to do so on Mr Attlee’s statement, and some reduction in revenue 
may be expected. The ban on foreign travel affects only a small 
proportion of the population, and in the Government’s eyes the 
least important part. If it affected the working class the Govern- 
ment might bestir itself to do the obvious thing—discriminate 
between countries to which people can go and those to which 


they cannot. It 1s, for instance, quite ridiculous to put a ban on 
travel to France. 


There remain the cuts on food. These amount to 2d. off the 
meat ration ; the maintenance of the tea ration at its present level 
of 2 oz. a week instead of restoring it to 3 0z. ; the prohibition of 
imports of not yet specified luxury foods ; unspecified adjustments 
in the points values of certain foods ; and cuts in the supplies of 
food to hotels and restaurants—but not to canteens or to estab- 
lishments which charge not more than 2s. 3d. for a meal and, 
therefore, it is presumed, cater mainly for workers. The best 
comment on the cuts in supplies to caterers is provided by the 
Caterers’ Association of Great Britain, which has said that they 
are less severe, “and likely to cause less public hardship than at 
first seemed probable.” In any case, so small a proportion of 
rationed and controlled foods goes to so-called luxury establish- 
ments that even a large cut would make little difference to the 
size of food imports. What is quite pitiful is the reduction im 
basic rations. Mr Attlee had announced that food imports would 
be cut by £12 million a month. It now appears, from this week's 
official announcement, that part of this cut is not a cut at all but 
only failure to make planned additions to the national diet. 
the paltry reduction in the meat ration must mean that the 
Government is still counting on obtaining supplies from Argen- 
tina in spite of the suspension of sterling’s convertibility. 

In fact, what all this week’s excitements amount to is that the 
Government is still hoping that something will turn up. It is 
still counting on increasing exports—the departments’ plans are, it 
is said, being revised “to secuge” [sic] the new level aimed at. 
Instead of cutting food now, when in this ; 


August sunshine much has to be thrown away and. increasing 
stocks which may be badly needed in the winter, it iprefers to put _ 
hardships,” for the situation does not — 


off “imposing greater 








oe 


Bo &Ph 


ze 


we 
- 


Boe kE 


SEB! 


bestiand 


eRe 





HEERsER oc FW 


REGEeGcE @ 


THE ECONOMIST, August 30, 1947 
Is this good housekeeping ox good: 


“require panic action.” 
Government ? 


* x x 
Britain and the World 


Overseas reactions to the end of convertibility—it is too soon 
for there to have been any considered comment on the resulting 
cuts within Britain—were cautious, and their very caution reflects 
the conflicting currents at present existing in international trade. 
Argentina immediately suspended import permits, but has not 
suspended exports to Britain, which perhaps accounts for the 

inistry of Food’s optimism about the level of the British meat 
ration. Sweden stopped further dealing in both sterling and 
dollars, but that decision can be well understood from Sweden’s 
rather exceptional position in Europe. , In general, there must be 
considerable individual dislocation in trade, but there has been 
remarkably little evidence of it in the official actions of govern- 
mental authorities. 

The response from the Commonwealth itself has been hearten- 
ing. It may be true that the influence of the British market for 
Commonwealth produce must be a determining factor in the re- 
actions of the Commonwealth countries, but there are always two 
ways of facing the inevitable, and Commonwealth statesmen have 
gone out of their way to emphasise the ties of sentiment as well 
as the ties of trade. The impression left here by comment 
from the United States is that Americans are anxious, sympa- 
thetic but still determined to follow the Marshall line of help- 
ing Europe asa whole, not Britain in particular. In fact, the 
United States Administration, as such, can do little. else. They 
may be watching the birth of a new sterling area, possibly in a 
different form from the old, but still a sterling area, yet at_the 
moment they are without an effective alternative to suggest, Time 
has the bit between his teeth. 


* * * 


Dearer Coal 


It is a gloomy reflection that the end of cheap food and a 
further increase in the price of coal were the first defi- 
nite announcements to emerge from the last few weeks’ 
rumours and prophecies of ‘plans to meet the economic crisis, 
Cheap food and cheap coal were the basis of this country’s 
economic prosperity in the past. Are both now to be abandoned ? 

It is true that the increase of 4s. a ton in the pithead price of 
coal announced this week, and discussed in more detail on page 
375, is not the first, as it is not likely to be the last, increase since 
1939. Prices and costs have risen all round, and clearly coal had 
to rise with them. But what distinguishes the new rise in the 
price of coal is that it is the consequence of political interference 
in the industry. ‘There were two justifications for the nationalisa- 
tion of the mines: that it would create a better atmosphere among 
the mineworkers and that it would permit the reorganisation and 
re-equipment of pits and the re-distribution of mining labour. 
The first aim has been achieved. It can be taken as certain 
that if the mines had not been nationalised, whichever govern- 
ment was in power, strikes would have been more frequent 
and bigger—official instead of “ unofficial” ; output would have 
been lower ; and recruiting would have been less successful. The 
very fact that the National Coal Board and the National Union 
of Mineworkers are beginning to show their teeth by dismissing 
persistent absentee offenders is proof that they are confident that 
the main body of miners is on their side. 

Yet the better atmosphere that the Coal Board has succeeded in 
obtaining has not resulted in the output that is vitally necessary, 
to Europe as well as to Britain, because of a political decision that 
was taken over its head—the introduction of the five-day week. 
Of the 3s. 3d. a ton loss which the Board is at present making, 
no less than 2s. 6d. is attributed to the five-day week. How many 
more political decisions are to be taken which will add to the 
cost of coal? Will the plans, foreshadowed by Lord Hyndley 
this week, for reorganising the pits be sanctioned by the Govern- 
Ment if it means, as it surely must mean, shutting down inefficient 
Pits and transferring the miners elsewhere—or throwing them on 
the labour market ? Or will there be another private deal between 
Mr Shinwell and the union, with the result that the plans are 
whittled down ? 

“We have lived far too’ long...” Mr Shinwell is reported 
to. have said shortly after the Labour Government came into 
office, “on cheap coal.” On cheap coal mined by cheap labour— 
yes. But if he intends to allow abcius costs to go on rising and 


at the same time to obstruct the reduction of other costs, then the 
pare not only of the mining industry but of the whole country 
1 
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Massacre in the Punjab ae 

It was expected that the worst trouble arising from the parti- 
tion of India would come from the Sikhs, because a line which’ . 
divides the Punjab according to Moslem and non-Mosiem 
majorities inevitably splits their community into two nearly equal © 
parts. The boundary award has in fact for economic reasons 
less of the Punjab to Pakistan than the mere statistics of com- 
munal distribution would require, but the fury of the Sikhs has 
not been assuaged and has broken out in an organised campaign 
to exterminate or drive out all Moslems left on the Indian side 
of the boundary. The massacres which have taken place have 
been in the worst tradition of communal hatred ; over 10,000 
Moslems are reported to have been killed and the refugees crowd- 
ing the roads into West Punjab are numbered in hundreds of 
thousands. No regard is paid to age or sex in these atrocities ; 
the correspondent of The Times speaks of women and children 
“hacked into small pieces.” By these actions the Sikhs have ex- 
posed their co-religionists on the Pakistan side of the frontier to 
reprisals in kind and counter-massacres have already taken place, 
though not yet on the same scale ; fear, however, is already pro- 
ducing an exodus of Sikhs and Hindus from West Punjab. com- 
parable to the Moslem flight in the opposite direction, With all 
kinds of grave economic and administrative problems on their 
hands, the new Indian and Pakistan authorities have to cope 
with the housing and feeding of swarms of refugees, while over 
a wide area burned villages and half-ruined towns spell im- 
poverishment and decline of production. : 

In contrast to recent communai riots in which the troops could 
be relied on to deal impartially with rioters, even though the 
provincial civil administration was taking sides, the Sikh and 
Hindu soldiers stationed in East Punjab are stated to have refused 
to fire on Sikh murder gangs, while the Sikh police joined in 
the killing. It is clear that with the final passing of the British 
Raj there is no longer a super-communal loyalty to bind soldiers 
in such a crisis. It would be unfair, however, to suggest that the 
new Dominions are in their higher executive levels giving way 
to communal frenzy or that it is general throughout the country. 
On the contrary both the Delhi and Karachi Governments seem 
to be striving honestly to set limits to the outbreak, and from 
Bengal there is welcome news of what looks like a Hindu-Moslem 
reconciliation, with Mr Gandhi playing the role of peacemaker. 


# * * 


A New Food Shortage 


The news that American maize is now fetching a higher price 
than American wheat.is a dramatic reminder. that in spite of any 
long-term prospect of gluts of food, the position in the deficit 
countries is likely to be worse next winter than ever before. 
Minimum import requirements of grain for Europe, North Africa 
and Asia in 1947-48 have been estimated at 34 to 38 million tons, 
And this quantity would Lor permit any improvement in bread 
rationing in the recipient countries, any addition to livestock feed 
or even increased working stocks. To meet this inflated demand, 
the exportable surplus of grains is thought to be in the region of 
30 to 34 million tons. Even this will unfortunately prove to be 
optimistic. As is shown in a Business Note on page 379, the 
European cereal harvests are even worse than originally feared 
and the failure of the American maize crop will cause large 
quantities of wheat and other grains which normally would have 
been available for shipment abroad to be diverted to. the feeding 
of livestock. And over and above this “technical problem” of 
shortage, there is an economic one—namely, the dearth of foreign 
exchange. With Unrra no longer functioning, end the Marshall 
Plan still under discussion, overseas food supplies have either to be 
paid for or obtained on credit, and many countries are finding both 
means difficult. 

To the optimist the opening of the conference of the Food and 
Agriculture Organisation in Geneva last Monday may offer a gleam 
of hope. Some §0 nations are to review national programmes and 
policies relating to food, agriculture, forestry and fisheries and to 
attempt to evolve some common action on the solution of the world 
problems. One of the items on the agenda is the institution of 
an 18-nation World Food Council, whose function would be to 
examine the changing food situation at. intervals between the 
annual FAO review conferences and to advise governments of the 
necessary adjustments. Such a council would take over the exist- 
ing functions of the International Emergency Food Council and 
would be responsible for the allocation of foods and fertilisers. It 
would also have the unenviable task of ensuring the maximum 
mobilisation of food for human use in the coming year and. of 
speeding up the supply of materials needed to increase the 1943 
harvest in the deficit countries. 
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But to what extent such a conference can be of value at the 
moment is rather dubious, Not only is it costly, but it imposes 
a considerable strain on the already overworked government 
officials, particularly of European countries, who have to devote 
a considerable amount of energy to the Paris talks. In any case, 
can the decisions of the FAO conference, whatever they may be, 
be considered in isolation from the Marshall Plan, particularly as 
the world food shortage is aggravated by an equally ubiquitous 
dollar shortage ? Surely it would have been better to agree on 
the Marshall Plan first and then attempt to fit that scheme into 
the world programme. It would be even better if producing 
countries such as the United States and Argentina were to make 
a realistic effort to restrict or even reduce home consumption and 
thus make available larger supplies to their necessitous neighbours. 


x * * 


Better News of the Ruhr 


A cynic might feel inclined to draw all manner of conclusions 
about the British administration of Germany from the fact that 
while the Commander-in-Chief and his technical advisers were 
absent in London, the principal Foreign Office representative and 
the chief industrial and economic advisers in Washington and the 
remaining experts in Paris, coal production in Germany rose 
from new record to new record week by week and has now nearly 
reached the level of a quarter of a million tons a day. The 
Anglo-Americafi coal talks in Washington have been greatly 
simplified—from the British standpomt—by this background 
of steadily increasing coal output. In the teeth of ill-informed 
and often malevolent criticism from a stream of American 
visitors to the Ruhr this summer, the British have consistently 
maintained that only more food and better conditions would 
increase output and that the actual management and organisation 
of the mines were as good as was humanly possible under the 
conditions. To confirm the British point, the last weeks’ spurt 
in output has followed the issue of new rations and inducements 
to the miners, and at the same time the British experts (chief 
among them Mr H. E. Collins, until recently Deputy Director of 
the North German Coal Control) were able to convince the 
Americans that technically Britain-had little to learn on questions 
of management and production and that, on the contrary, a remark- 
ably efficient organisation had been built up. There should now 
be little difficulty in creating a harmonious Anglo-American control 
group for the mines which will very largely continue British policy 
with the addition of bigger material inducements to the German 
workers. The question of supplying the dollars for these induce- 
ments, however, has yet to be discussed. 


* x * 


The Education of Our Masters 


The education of members of the Government continues. Last 
Saturday’s broadcast by Mr Morrison again emphasised the need 
for all to work harder—how uninspiring it sounded on this, at 
least the twentieth occasion—and there was a welcome warning 
that “the government can’t do the whole job ”—it can only plan 
“the strategy of peace-time prosperity.” There was some recog- 
nition that Great Britain is trying 10 do too much—but there was 
a significant absence of any reference to housing. 


But, as was only to be expected from an official. broadcast, the 
most important questions were ignored. Is it possible 10 increase 
production without first reducing the inflationary pressure ? And 
how long can the Government afford to gibe, as Mr Morrison did, 
at the price mechanism? All agree that, as this country is now 
living beyond its income, production must be increased. And at 
last, it is pretty generally realised that neither ==ionalisation nor 
the direction of labour can do this. But how can the labour force 
be revitalised ? Mr Morrison dismissed incentives as “ bunk.” He 
may be right. Perhaps people cannot be “ spoon-fed and bribed ” 
to give Britain all the effort it needs. On the other hand, it is 
quite clear that nobody is going to leave a job at {15 per week, 
“making and selling things that Britain can do without,” for one 
at £5 per weck making things that Britain needs, on the strength 
of a broadcast appeal. During the war a change of job was always 
Suey Zai8 Wie alte WS tole: parsley ta tls cauieepiae eet 
po em y in 
undermanned cotton and woollen industries, the foundries, the 
brickworks (to borrow the Lord President’s examples), is obvious. 
It is the Government’s failure to introduce a wages policy in the 
early days of peace that has now forced it to the direction of 
and the beckoning of the market results from the pressure of 
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inflation, perpetuated by the structure of controls which actually 
and 


« 


encourage the spending of money on the uncontrolled and les. 
essential products. The Government is here in a dilemma of its 
own making, which it cannot solve in the best way, that is 


reducing Government expenditure and increasing: the whan 
the market, so long as it adheres strictly to its Socialist p ne 
A restoration of a price system to its normal function in 

economy, and an of the area of competition in 
industry—these measures will not be palatable to most Socialistg: 
But until the pressure of inflation and of over-ful] employment 
is decreased, it is useless to look for other means of i sine 
output per head. For only then will the carrot seem worth working 
for, and only then will it be reinforced by the stick, in the form 
of a fear of losing one’s job. It is on these lines that the way 
to a “transformed and strengthened Britain in which everyone 
can work to a purpose” should be planned. ‘The next step “to 
put stuffing into our dreams ” as well as songs in the nation’s heart 
lies with the Chancellor of the Exchequer. ee 


* * * 


Transport and Electricity Chiefs 


During the last week announcements have been made of 
further appointments to the authorities which will control the 
nationalised transport and electricity undertakings. Sir Eustace 
Missenden is to be the chairman of the Railway Executive and 
Lord Latham chairman of the London Transport Executive. It 
is believed that the salary attaching to the first office is £7,000 
a year, to the second £5,000. In electricity, the chairman of the 
new British Electricity Authority will be Lord Citrine and the 
deputy chairmen Sir Henry Self and Mr J. Hacking. The names 
of the full-time members of the British Transport Commission 
were announced earlier in the month (and discussed in The 
Economist of August 16th, page 272), while the announcements 
from the Ministry of Fuel and Power included the names of 
some of the chairmen of the Area Electricity Boards. : 

The announcements follow a familiar pattern ; one might be 
reading a list of members of some new Royal Commission 1 
inquire into, say, the shortage of French chalk. ‘There are the 
familiar semi-political, semi-industrial names at the top, the same 
distinguished civil servants, inevitably a trade union 
and, equally inevitably, a sprinkling of prominent but non-indus- 
trialised public figures, no doubt representing, in some way, the 
interest of the consumers. One may be prompted to ask, 
would we do without Lord Latham and Lord Citrine, and wal 
should the higher ranks of the civil service complain about their 
pay when they need no longer retire on pension? But such 
questions could be considered uncharitable. 


But there is a more serious criticism. So far, if one were 
judging the appointments from the angle of a capitalist under- 
taking one would say that care has been taken to look after the 
interests of the debenture-holders and preference shareholders. 
Here are sound and reputable people, all with sober reputations. 
But where does the enterprise come in? Is that to be lefr © 
the lower ranks of anonymous executives or has it been left out 
altogether ? Mr Silkin took his courage in both hands and gave 
the original responsibility for Stevenage to someone like Mr 
Clough Williams-Ellis. Mr Shinwell and Mr Barnes have certainly 
been more cautious. Perhaps they do believe that no industy 
should be nationalised until all possibility of improvement in it 
has gone. 

* x * 


Exodus Returned 


Did the Government really think of the consequences to this 
country’s international reputation and prestige when the decision 
was taken to send the “Exodus” Jews to the British Zone of 
Germany ? Few orders could have been such a gift to Zionist 
anti-British propaganda or so damaging to Britain before @ 
world opinion which Irgun outrages had recently inclined 
towards sympathy. In a pathetic attempt to undo the mischief 
which has been done, it has been officially explained that the 
camps would not in fact be in “the Belsen area” (as was at first 
reported) and that the soldiers going aboard at Hamburg 1 
“ persuade” the Jews to land not be armed with rifles but 
only with staves for self-protection. But all is a Belsen 


Germany é 
for Jewish memory ; there is no of it where Jews have not 
in decade been murdered, tortured or swept in by the 
Gestapo net for concentration camps and the gas chambers. Whé 
kind of obtuseness is it which cannot see the emotional effect on 
over the world, on opinion sympathetic to their cause and 
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paces on eS ae ee of sending 


intercepted Palestine immigrants to Germany ? 

But the “ Exodus ” Jews have declared that they will not land 
voluntarily except on the soil of Palestine ; either therefore British 
troops must pur them ashore in Germany by force or they will 
remain indefinitely in the ships in the H docks making 
Britain contemptible in the eyes of the world. The same dilemma 
might confront the authorities if they were brought to a British 
port, but the moral effect would be entirely different from that 
involved in having such scenes on a German waterfront, It is no 
use reasoning that these Jews would be no worse off materially 
in the one country than in the other ; emotional associations are 
facts not only for psychologists but for any politician who knows 
his business. Perhaps it is even now not too late to divert the 
ships to a British port ; it only needs a glimmer of sense in the 
responsible quarter and a radio message to the transports. 


* * * 


Egyptian Uncertainties 


The Egyptian press and public are already taking it for granted 
that the Security Council’s decision on Egypt’s case will be un- 
favourable. An instruction to the two parties to resume negotia- 
tions, as proposed by Brazil, would be equivalent to awarding the 
verdict to Britain, There will be no comfort in this for Britain, 
whose concern in the matter goes further than being formally in 
the right. The immediate security problem which may. arise from 
a continuance of Egyptian unrest is serious, but not so serious as 
the impact on Anglo-Arab relations generally. Egypt, the least 
Arab of the Arab [League states, with an Egyptian nationalism 
of its own, is yet the unquestioned leader and pace-setter of the 
Arab world. Despite the appalling poverty and degradation in 
which the mass of its people live, the doubtful value of its armed 
forces, and its internal disunion, it is still the most powerful Arab 
state. All that is new or vital or interesting or progressive, as 
well as all that is old and corrupt and obscurantist and reactionary, 
in Arab politics, culrure and thinking has its headquarters in 
Egypt. The only Arabic newspapers that count in the Arab 
world, the only books of importance are. published in Cairo, 
Egypt is the home of the leading educational institutions. The 
American University of Beirut has prestige, but the Arab world, 
particularly in its moods of isolation, is a Muslim world, and 
the University of Islam is Al-Azhar. 

But Britain cannot really come to terms with Egypt until Egypt 
comes to terms with itself. What is happening in Egypt today 
is a revolution: This revolution may be postponed or sidetracked 
or boil over, or it may be canalised by one strong hand, but it 
must work itself out somehow. A return to power of the Wafd 
under Nahas Pasha would in itself be merely a postponement. 
He is as much a part of the old order of landowners, merchants 
and personal parties as the Palace politicians. _But it might not 
stop there. The younger Wafd members have been getting 
increasingly impatient with Nahas’s old-fashioned idea of party as 
a game of follow-my-leader without programme or principle. The 
news that they have joined with the youth sections of the Kotla, 
the Socialist Labour Party, and others to oppose any resump- 
tion of negouations with Britain is an omen as much for the 
present regime in Egypt as for Britain. The proportion of Univer- 
sity students to the rest of the population is eleven times as 
great in Egypt as in the United Kingdom. There are not careers 
for them all, so they turn to political extremism ; they are also 
prominent in the near Fascist groups, the Nationalist Party, the 
Muslim Brotherhood, the Young Egypt Party, all of which may 
claim some mass support, 

As for a strong man to take charge of Egypt’s revolution, in 
the Ataturk tradition, there is only one whose authority is at 
present great enough to make him a possible candidate. That 
is King Farouk himself. But hé would have to look very much 
further than he has yet done, beyond the constitutional fagade, 
beyond the small circle of upholders of the existing system, to 
appear, in sharp opposition to them, as the champion of the 
Egyptian. masses, 

* * 


No Reprieve for Petkov e 


* 
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Commission in Sofia, who previously obstructed British and 
American requests for an official observer to be allowed to attend. 
the trial, has rejected the demand for a review of the evidence 
by the Commission on the ground that the trial was purely an 
internal affair of Bulgaria, and this attitude has been maintained 
by the Soviet Government in reply to representations in Moscow. 
Meanwhile, in the inevitable sequence of events, the Communist 
majority in the Bulgarian Parliament has ordered the dijssolu- 
tion of Petkov’s party, the Agrarians (which between the wars was 
the main Left party in Bulgaria and the principal opponent of 
all reactionary and pro-Nazi Governments) and has cancelled the 
mandates of its members who were returned in the last election. 
Bulgaria has thus come nearer than any other country except 
Jugoslayia to the Communist ideal of party dictatorship on the 
Soviet model. Such a consolidation of Communist control would 
hardly be possible while a politician of such outstanding demo- 
cratic record and personal courage .as Petkov remained alive, 

One important point arises with regard to this country’s diplo- 
macy in such cases. In view of the obligations undertaken by 
Bulgaria as an ex-enemy country. there can be no doubr that 
Britain and the United States have been within their rights in 
demanding a review of the trial. But in the last resort they have 
no power of enforcement if the Bulgarian Government is sup- 
ported by Russia. The only real check on the kind of political 
proscription of which the Petkov case is typical—and which may 
be widely repeated in Eastern Europe in the coming months— 
lies in maximum authoritative publicity. This cannot be afforded 
merely by the press, partly because of lack of space cnd partly 
because coverage of a trial by a few specially licensed correspon- 
dents without legal training in a little-known language is not a 
satisfactory method of providing reports on which the public can 
form its own opinion. It is incumbent on the British and Ameri- 
can Governments which have protested on the diplomatic level, 
to’place at the disposal of public opinion all the information they 
have about the trial and the background of it. The British 
Government should publish a White Paper without delay. It 
may be too late to help Petkov, but the spotlight turned into dark 
places may still be some deterrent to similar trials which may be 
planned elsewhere. 

* + . 


Will the French Rally ? 


General de Gaulle has announced that his super-party “the 
Rally of the French People” will participate in the October 
municipal elections.. In doing so.he has definitely re-entered the 
political arena after a -rétirement which lasted some twenty 
months. 

When he resigned office,.declaring with some reason that the 
country could now get along without, hint, the situation was 
characterised by administrative chaos and rocketing inflation. The 
General has recently admitted to an’ eminent Belgian, an e¢x- 
Minister of Finance, that he missed the psychological moment 
when these evils could have been most_effectively cured. Yet 
now that the General has returned to polities, it would be quite 
impossible to describe the political aims of: is“ People’s Rally ” 
beyond those of rallymg the people afid continuing M. Ramadier’s 
present policy of excluding the Communists-from government. 
The General offers.no answer to the question of how he proposes 
to enforce French authority on recalcitrant colonies, or the state’s 
authority on -fecalcitrant trade unioris. There is no self-evident 
reason to expect that the General..would.suceeed better either 
in remedying inflation, or-suppressing ‘the Black Market than he 
was able to do while he was .in_office, Humdrnm problems 
of this kind have, in the opinion of his close associates, always 
appeared beneath his military dignity. 

But the lack of a programme does not necessarily indicate that 
the General’s campaign will be unsuccessful, for, in France, in 
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times of stress, a big name is often a greater asset than a coherent 


policy. The General knows that the colonial situation is tense, 
that a financial collapse threatens, that the food crisis may pre- 
cipitate political trouble. In short, it can be confidently expected 
that everything will get much worse before it is likely to get any 
better. If, spurred on by hunger, misery and insecurity, the 
nation should seek not a policy but a saviour, the General is 
certainly the likeliest candidate. 

Admittedly the RFP. clashes with the French republican 
tradition in its adherence to the cult of the “ Fishrerprinzip ” and 
in its emotional rather than rational appeal, but the French 
republican tradition has been of late under a very severe strain 
thanks to a succession of impotent coalition governments, an 
ineffective and largely corrupt administration and endless speeches 
on the principles of equality at a time when privilege and im- 
munities for the rich have never been so patent. These are the 
facts which make the “systematic denigration of parliamentary 
democracy,” which Maurice Schumann complained of this week 
in regard to Communists and Gaullists alike, such a rewarding 
enterprise. 

* * * 
London Roads 


The Ministries of Transport and of Town and Country 
Planning have now published jointly a revised plan for the future 
road system in and around Lendon, and their plan departs con- 
siderably from the original proposals made in conjunction with 
the Greater London plan. The two main features of the original 
plan were, first, the creation of ten radial arterial roads out of 
London, plus three ring roads around London, and, second, the 
reservation of these roads for motor trafficonly, Highways, mainly 
existing, for all-purpose traffic were to be called sub-arterial roads. 
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The new proposals involve the abandonment of six ¢ the ten 
new arterial roads and of one of the three ring rosds ‘around 
London. This latter is t¢ be constructed in part, to form an inter- 
mediate half circle lying between the existing inner and outer 
rings. The details are shown on the accompanying map. 

In the present need to curtail public investment, the Ministries’ 
caution may be justifiable. But since there is apparently no ques-. 
tion of undertaking work on the new roads now, the engineers” 
criticism is understandable. There is no fresh evidence produced 
with the revised plans sufficient to convince a road engineer that the 
past all shows that.earher cuts in plans for new roads have only 
tended. to aggravate the subsequent. problem, both in. complexity 
and expense. If either of the present plans had been imposed, 
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upon the Greater London area twenty-five years ago London’s 
traffic would not be involved in the confusion that now exists. 

Yet there are arguments on the other side, of which the prin- © 
cipal one is that new roads not only attract traffic ; they create the © 
conditions that multiply traffic. At least, in, is the 
experience of the past. The answer can given by 
the Ministry of Town and Country Planning. For ee ime 
they have in the new Act an implement by which they can . 
all the conditions that increase » new houses, factories and 
amenities generally. If the Ministry is determined to ensure that — 
London shall not grow any further, that Stevenage and the other 
new towns around London are to be self-contained, and will not 
become breeding points of fresh traffic to and from London, then 
the modified version of the roads plan may suffice. If their control 
is not to be as rigid as that, then once again the two Ministries — 
are pushing off on to posterity a great many of the problems that 
courage and imagination could solve to-day. 


* * * 


Enterprise Scotland 


Scotland has achieved the distinction of organising three major 
events in the same week, the Edinburgh Festival, “ Enterprise 
Scotland,” an exhibition of consumer goods at the Royal Scottish 
Museum, also in Edinburgh, and the first post-war meeting of 
the British Association which opened this week at Dundee. “ En- 
terprise Scotland” is a smaller but in some ways more attractive 
edition of “ Britain Can Make It.” Primarily, it is a spectacle, 
designed not so much to sell goods directly as to stimulate 
Scottish interest in what is being made and sold ‘in their own 
country. Inevitably the exhibition directs attention on the Scot- 
tish trading estates, whence the major stimulus in the manufac 
ture of consumer goods comes. In 1939, some §,000 people were 
employed on the then four Scottish Trading Estates. During the 
war the figure rose to over 20,000. Last year, with the ending of 
the three-shift regime, the number fell to 14,500. By June last, 
however, it had climbed back to 17,500 The Board of Trade, in 
1945, estimated that Scotland needed 150,000 new jobs to maintain 
full employment. It is clear that Scotland’s light industries, of 
the kind now displayed at Edinburgh, can and should play a con- 
siderable part in reaching towards that target, even though they 
may not reach their own target of some 37,000 additional jobs by 
th: end of 1949. 

The extension of Scottish interest in light industries is a healthy 
sign, if only because Scotland did not display sufficient interest 
in them between the wars. Scottish heavy industry was, and 
must be, the backbone of its industrial activity, but heavy indus- 
tries are conunually throwing off opportunities for establishing 
successful light industries, almost as by-products. There were, in 
the past, too many examples of opportunities lost, and, with respect 
to the Scots, the faults there lie with themselves rather than with 
the “alien dictators ” in London, 


Shorter Notes 


The first figures for the interim index of retail prices, which 
succeeds the old cost-of-living index, were published this week. 
With June 17th taken as 100, the figure for July 15th was 101. 
This rise was chiefly due to increased prices for foodstuffs, cloth- 
ing and some household goods. So far no wage agreements have 
been negotiated which tie wage rates to the new index. On the 
other hand, although the unions will not be able to claim an 
automatic and full rise in wages in response to an increase in the 
new index, they are certain to use it as an argument in wage 
claims, just as they used increases in the old index whether their 
Wage rates were tied to it or not. 
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London - Rome 
‘SAME DAY’ 
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service also from Manchester flying direct to Paris. Return 
fares London-Rome £45.0.0. Manchester-Rome £52.13.0. 
Details from your Travel Agent or AIR FRANCE 52, 
Haymarket, London (Whi. 0971). 33, Renfield 
Street, Glasgow(Cen. 8054). Airways Terminus, 
St. Peter’s Square, Manchester (Central 8071). 
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Letters :-to 


The Economic Crisis 


Sir,—The bewilderment of the neo-“liberal” school, when 
faced by the difficulties of the post-war international economic 
settlement, is well illustrated by the sequence of panaceas recently 
oresented by Mr Hicks, who is undoubtedly one of the most subtle 
and least extreme of its representatives. 

First he recommended a sharp deflation by a capital levy or 
some similar method (Lloyds Bank Review). While an increase 
in the rate of investment, relatively to consumption, is much to 
be desired, this would be the most mechanical and therefore the 
clumsiest way of attacking this problem. It could have little if any 
immediate effect on our balance of payments. 

Then (in a letter to The Times) we were told that world demand 
for our exports was so unstable and slight that our international 
problem could only be solved by exporting coal. But even if we 
exported 80 million tons and prices did nor fall (which is highly 
unlikely, since the demand for coal is very inelastic) that would 
not close the gap. And industrial competition with our high-grade 
exports—detrimental to our efforts to close the gap—would imme- 
diately increase. Some sacrifice in sparing coal for European 
reconstruction, as you rightly argue, will be needed. But no one 
should pretend that an increase in coal exports will cure our 
position, unless we use it to induce others to join us in common 
planning of our international exchanges. 

Now Mr Hicks, writing to The Economist, wishes us to de- 
value sterling. Nothing would be more futile if: not positively 
mischievous. Our exports are not now limited by relative prices 
nor the volume of our imports determined by them. Thus we 
could gain nothing by devaluation (unless it were of vast propor- 
tions) that cannot be mutch more effectively accomplished by 
Girect contral. We should lose heavily because our export prices 
are in the main not determined by perfect competition and would 
not rise proportionately to devaluation. If Canada cannot accept 
cur goods she will have to cease exporting. Both the Canadians 
and ourselves will suffer from the peculiar multilateralism which 
has been recommended to us as a mieans Of expanding world trade. 
Once multilateralism is limited to equal partners our problem will 
be reduced to our own internal production problem. Devaluation 
would render any further borrowing in sterling impossible. 

The British problem is*nor amenable to solution by “ liberal” 
methods {which might play some part, at some later date, in a 
new comprehensive plan). It can only be solved.by restoring the 
balance between the Eastern and: Western Hemispheres and that 
between agriculture and manufacture—both destroyed by the two 
wars. This demands planned agricultural and industrial develop- 
ment and integration in Europe and the British Commonwealth. 

Fortunately, important sections of the US Government are 
beginning to realise that international “free market ” economics 
based on non-discrimination and unconditional convertibility can 
in the present unbalanced state of the world only perperuate 
barikruptcy—especially for Britain. The intellectual crisis, how- 
ever, has not yet been overcome in Britain—as our floundering 
tactics in the Paris and Geneva Conference clearly demonstrate. 
Perhaps the loss of a score more millions of our reserves and of a 
few more months spent in searching for haphazard stopgaps will 
be sufficient to overcome this last and most dangerous obstacle 
in the way of true and stable reconstruction —Yours faithfully, 

Balliol College, Oxford ; T. BaLoGH 


Sir,—At the conclusion of your interesting and suggestive article 
on “The Planners’ Last Chance,” you envisage the possibility 
of “the effort to assert man’s control of his economic environ- 
ment” breaking down, “unless the planners make haste to plan 
for realism.” 

Greater emphasis needs, I submit, to be placed on one vital 
respect in which, in a , Tealism in: planning must con- 
sist: sight must never be lost of the natures of the “ planned "—- 
that vast mass of persons whom the French conveniently call “ les 
administrés ” in distinction to “ les dirigeants.” Is not an objective 
dirigisme bound to go down. sooner or later, in a_coun 
as ours is, before the tide of passions and interests | oe 


in continuously along such channels as the press, the lobby, the 
constituency and the bailot box ?, And will not the wise dirigea 
humble his pride ; ingly, knowing that he will never get 
those who endlessly for jam to accept from him the 


powder ? The story of Babel is now repeating itself in w 
economic sphere, and { am myself being driven to the uncom’ *t- 


. 
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the Editor) 
able conclusion that there are only two ¢ffective stimuli 
duction in any country, either the play of economic 
ever mitigated by social reforms, or the police. . Whe: 
preferences lic—and I know where mine do—we. are bor 
come to grief if we halt between two opinions much |} 
commend to all planners this of Burke ;—“ Our plans are. mad 
for men. We cannot make men and bind nature to our design; 
It looks as though “democratic planning” were a contradiction 
in terms and a directed economy not effectively compatible ‘With 
a liberal system of law and government.—Yours faithfully, . 
ERNEST MARPLES 






House of Commons 


The Housing Programme 


Sir,—Mr Devons raises an important point when he suggests 
that the housing programme should be reduced to “what it is 
really expected will be achieved.” Suc a reduction must, how- 
ever, be accompanied by other measures. 

A “cut” in the paper target figures will not necessarily 
in less houses being built than are, in any case, likely to 
achieved. Instead of 120,000 houses in the first six months of 
1947 (i.e., half the year’s programme) 51,000 were finished. At 
the outside, 60,000 would have been a sensible target. 

The Government’s unsound programming has created the 
illusion ‘that housing is outrunning the supply of materials, The 
present running down of stocks of materials is causing housing 
delays especially over plaster, but this is not due to over-house- 
building, but more to over-licensing of other work. Fez housing 
itself, labourstill remains the chief bottleneck, both-the supply of 
labour. and its peor output. The latter is now demonstrable, 
output. having stayed somewhere about the. level of 3,000-4,000 
man-hours per house (instead of the pre-war 1,600-1,900) for such 
a long time thar the issue must be faced. _. ™ 

Exhortations to “work harder” zre probably a rather futile 
remedy. A radical overhaul is needed (a) of the Government's 
planning and programming technique, and (b) of the building 
industry’s organisation. There is no space to enlarge on these 
themes ; with regard to (b), the main point is to secure larger 
organisations with adequate capital resources.in the industry, and 
better supervision of gangs on the sites. “Ar present, both discipline 
and incentives seem to be excessively low, and a multitude of 
small master-builders provide competition but not efficiency.— 
Yours faithfully, 

109 Westbourne Avenue, Hull 


Tan BowsNn 


The Greengrocery Trade 


Sin,;—Whatever the particular reasons for the present scandalous 
price level of fruit and vegetables might be, GOmplaints about 
excessive fruit and vegetable prices are of long standing ; they 
relate to the distributive side and not to. the prices. charged. by 
producers. In 1923 the Interim Report on Fruit and Vegetables 
published by the Ministry of Food (Linlithgow Report) said that 

were retailers to be satisfied with a smaller rate of gross profits 

when prices are lower than they at present appear to_ obtain, the 
total volume of trade would be iably intreaséd with advantage 
to themselves and-with corres ing benefit to both producers and 
consumers. Instead the chief complaint against the retailer appeats 
to be that he prefers to operate upon a small turnover and a rela- 
tively large margin of profit rather than, by.reducing prices, 1 
secure an equal, or possibly greater, financial return from a large 
turnover. 
The poste had, however, not changed before this war; one 
Tead in 1939 in one of the leading trade journals of the fruit 
and vegetable trades: : 

Very few retailers are making anything like an attempt to interest 
the public in ing larger quantities of home-grown plums and 
apples ‘by offering them at prices commensurate with wh 
rates 


ot 


It ig. alto for this Reason that, unfortunately, trade associations 


: ¢ extension of municipal and other retail market 
although these markets, in the words.of the expert agri 


the late Sir Daniel Hall, “serve their purpose of keeping 
retail price not too far away fzom the wholesale price.” 
“seems doubtful to me whether Mr Lennox. 
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Baker White in their suggestive letter in your issue of last week 
are right in saying that markets are “ glutted” with some fruit 
and that our record crop of apples is “ unsaleable ” when we do 


not in the least know what the consumption and the turnover N 


would be if prices in the shops were lower, Retailers simply argue 
that their requirements are sufficiently met and that they do not 
want larger supplies ; they never consider what their requirements 
might be were prices more elastic and the absorbing power of 
the people thereby greater. It is high time thar the Ministry of 
Food published a cost build-up of fruit and vegetable prices - 
comprising all the stages from the grower to the final consumer. 
Nobody will deny that through transport charges, depot-charges, 
packing expenses and ordinary retail costs the total cost of distri- 
bution of fruit and vegetables must unavoidably be heavy. But 
this plain truth does not remove our anxiety that prices and 
inargins are at present arbitrary and excessive. The chaotic 
state of them is reflected, among others, by the sometimes blatant 
difference in prices between one urban, or suburban, district and 
another and between districts where markets exist and where 
this is not the case, That the elaboration of a detailed cost build- 
up does not provide insuperable difficulties was shown by the Lin- 
lithgow Report, which gave a detailed account of all the various 
cost items entering the wholesale price of tomatoes. The public 
has a right to ask for more information abour the prices of fruit 
and vegetables and should have this information before, as must 
vnhappily be expected with the coming winter, prices are still 
further enhanced.—Yours faithfully, 


149 Lichfield Court, Richmond HERMANN Levy 


A Labour Asset? 


Sir,—In criticising Mr Churchill’s recent broadcast speech you 
say that some of the Government’s most important controversial 
measures have been vital even in the short run. With the excep- 
tion of the nationalisation of the mines, to the principle of which 
little opposition was offered by the Conservatives, your generalisa- 
tion seems of doubtful validity and one wonders what examples 
you have in mind. 

Drawing on my memory as a regular reader of The Economist, 
it seems to me that most of these controversial measures have 
met a heavy barrage of criticism in your columns at one time or 
another. Can it be that your lack of logic on this issue is due to 
some vendetta against Mr Churchill which must be pursued at all 
costs ?—Yours faithfully, 

14 Leadenhall Street, E.C.3 


[No, it cannot be.—Eprror] 


K. M. Parry 


Indonesia—The Real Issues 


Sik,—As a British officer who served in Java in 1945 and 1946, 
I would like to comment on som: of Mr H. A. Lunshof’s state- 
ments in your number of August 16th. 

What struck us most vividly in Java was the evident prosperity 
which the Europeans enjoyed and the poverty of the Javanese. 
A study of Dutch statistics has‘ shown me that while in 1936 
64,000 Europeans had an income of over 900 guilders, only 30,000 
of the 60-odd million Indonesians could aspire to such an income. 

One feels that Dutch rule can hardly be called successful when 
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94 per cent of the population is illiterate, when the death rate 
i$ 20 per thousand, or double that of the Netherlands, and where 
the expectation of life is 25 years, or about half that of the 


Nor was democracy far advanced. Of the 61 members of the 
Volksraad_ only 20 were elected by the Indonesians, on a very 
limited and indirect suffrage. The Dutch, on the other hand, 
who comprise 0.5 of the population, elected 15 members. The 
remainder were nominated by the Governor-General. 

I found among Indonesians net so much a hatred as a contempt 
of the Dutch colonials ; a feeling which was not slow to spread 
among the British, Indian and Australian troops who came in 
contact with them, 

One feels that if the Dutch Government had followed the 
example set by Britain jn India, then the lives of many innocent 
people would have been saved and the world spared another 
terrible war.—Yours faithfully, 


6 Cheyne Row, S.W.3 Nem STEWART 


‘«Keep Left »?___But How ? 


S1r,—Please do not forget the other side to rationalisation. 

I took my car to its world-famous maker and asked for the self- 
Starter to be repaired. “ We cannot do it now.» We have only so 
many electricians and must not interrupt what they are doing 
or ask them 10 do extra jobs. We will give you a date to send it 
in, about three weeks hence.” 

Next day, at 8.45 a.m., I took it to my local garage, where a 
man of 40, brought up amongst cars since he was 13, proud of 
his skill and knowledge, took off the starter, re-set it and te-fixed 
it in twenty-five minutes. I complimented him. He said: “I was 
in charge of an army repair shop for seven years. I’ve seen inside 
some big factories. If a mistake is made you can never fasten it 
on the man who did it. If you do anything extra well or extra 
quickly you are looked at twice, but you get no promotion, espe- 
cially if you are a youngster. And you make no friends of 
customers.” 

That is the problem of the civil service, the forces, the large 
firm. The youth who wants to be paid by results, for hard, more 
and more skilful work, and to see the result of his work, has 
another view of the division of labour, which is an older name for 
rationalisation. It has caused more “don’t care,” more sense of 
frustration, than even the ugliness of Victorian factories and ‘streets. 
I think the work-a-day happiness and satisfaction of the masses 
depends on the opportunities for the small firm. We need it in 
thousands. On the question of efficiency—there is nothing to 
choose between small and large. I have worked for both, and in 
the civil service —Yours faithfully, 

Erewhon, Guiseley, Leeds J. A. Harrison 


. 99> ° i * 
‘¢Premium Days” in Engineering 
Sir,—The new export targets for 1948 make increased output 
of the engineering and allied industries of vital importance. It is 
to be hoped therefore that the Government and trade unions will 
agree on the abolition of certain practices in these industries. 
I refer in particular to the so-called “ premium days” which 
follow every bank holiday. Men working on “ premium days” 
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ANNUITIES 


(Single lives : Last survivor : “ Capital-protected” : “ Capital- 
redemption”: Reversionary: Certain: Deferred, etc.) 
Owing to high income tax, coupled with a substantial fall in 
interest yields, the purchase of annuities has become attractive to 
an. increasingly large number of people; particularly now that 
the capital invested in them can be safeguarded, wholly or partly, 
against loss due to premature death. The undersigned has 
specialised for many years in every kind of annuity issued by 
the various Insurance Companies (for all of which he» acts 
impartially), and is in a position to advise on those giving the 

highest NET. yield with.complete safety. 
Descriptive Brochure, without obligation, to bona-fide applicants. 
H. A. OUTHWAITE, | 
» Assur ance Br oker, 
- 223, Arti‘lery Mns., S.W.1. - Phone: ABBey 5564 
Interviews by appointment, I to 4 p.m. 
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the fault of the present. 





are entitled to overtime rates, a system justified when workers’ 
holidays were largely limited to bank holidays. Now when the 
working week has been reduced and workers in the en 
industries are entitled to a week’s holiday with pay, plus six paid 
bank holidays annually, “ premium days” are out of keeping with 
economic realities. Indeed, many firms find themselves com- 
pelled to close on such days, with the result that the workers’ pay 
packets are depleted. 

I know, from long investigation of the problem, that a large 
percentage of employees, now barred by union rulings from doing 
so, would be glad to work on “ premium days ” at normal rates 
of pay. 

Is it not time that this survival from the past should be 
abolished in the national interest?—Yours faithfully, 

Lewis D. Levy, 
Director, George Cohen, Sons and Company 

Wood Lane, W.12 


Chocolate Circus 


Sir,—. . . and what may be of still further interest to some 
readers of The Economist is that :— 

“ Production increased from 4} ozs. per head of the population 
per week in 1924 to 7 ozs. in 1939, with a drop in average prices 
during the same period from §$d. per quarter to . . . ” to in the 
meantnne 2d. per quarter, and during that meantime, many re- 
tailers, many wholesalers, and many manufacturers trod a regular 
groove to Carey Street via Eastcheap, while sull many more 
contrived to hang on by smart financial manipulation and 
dexterous jugglery and were eventually rescued by national 
disaster. 

The 7 zs. per week consumption was developed by fierce 
and deadly competition, unhealthy to the last degree, hence the 
Carey Sureet excursions ; an appreciable proportion of the 7 ozs. 
growth was composed of catchpenny trade, fictitious prices on 
packed goods, and packed goods containing less than half of 
their holding capacity—and below usual marketed quality at that. 

It was indeed a marathon—some marathon, over-production, 
extended credits, floods of new lines, so fast was the flow that 
new lines were swamped by new lines and manufacturers were 
compelled to find markets on the morrow wherein to clear yester- 
day’s new lines—and at special attractive prices, thus still further 
feeding the cut-price octopus. 

“ There are three ways in which an industry like this can be 
operated . . . thirdly, effective competitive enterprise The 
industry has always assumed that it would go back to the com- 
petitive system.” 

Here’s hoping that this does not mean to go back to the com- 
petitive system hitherto in operation ; if it does—tlet there be no 
misunderstanding—it will mean a sure return to the “ going, 
going, gone” and the “ first and final dividend of a 1s. in the £” 
days. 

‘The. post-war .marathon plans are already set, and during the 
next two fationing periods at 5 ozs. pet week we shall get a 
glimpse of what we may. expect. when the ration is stepped up 
to § ozs. permanently.—Yours faithfully, RT K. 

12 Hilton Avenue, N.12 


Greater Syria 


S1r,—In your issue dated June 28, 1947, you say: 


The present Government of PPIs sis although based on a com- 


parativelysmall land-owning and merchant class, includes some_of 

the deservedly respected figures in, Arab. politics. President Shukri 

Quwatly, in particular, has always bad @ high reputation for personal 

meant. ir prestige has,- however, suffered, from their two 

years .0 

May I be pecmitted to state that the prestige of the President 
of the Republic has not diminished at all during his “four years 
of office,” but, on the contrary,:stands greater than ever... This 
was firmly demonstrated during the recent tour of the President 
throughout Syria. On the other hand, the actual Cabinet has 
been in office only a few months. . 

Regarding the present economic difficulties, these ace due more 
to the outcome of the war than to the administration. The price 
of bread in Damascus tay be at times more expensive than the 
price of bread: in Beirut, » But, in fairness, it must be explained 
Gualities and two priste UF tetad tbe one isch is called = poke 
qualities and two ich is called “ poor 
man’s bread” and is subsidised "by ‘the Government costs about 
a quafter of the nap ga other quality.” This situation is not 
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about a change, in spite of the keen desire of the present 
ment to do so 

With reference to the Syrian elections, I can state that the firm 
stand of the Syrian Government, under ‘the egis and guidance | 
the President of the Republic, represents the determined éffo 
of the Government to show a good example of free and: 
ejections, and they are undoubtedly taking every means to bring 
this about. As to increasing the representation for 
and reducing that of Aleppo, the real position is that the 
of representatives for Damascus is not twenty-one, as was pre. 
viously stated, but eighteen, including one for the Protestap 
minority and one other for the Jews. On the other hand, the 
emigration of great numbers of Armenians from Aleppo has con- 
siderably reduced the population of this city and consequently 
their representation. Es 

In respect of the regime in Syria, I am sure that the people are 
anxious to uphold the Republic, because it represents the highest, 
national interest, both of Syria and the Arab League, — 

In conclusion, I feel bound to say that I ani in general 
ment with your article of May 10, 1947, on the subject: a 
“ Greater Syria.”—Yours faithfully, 


from the previous mandatory regime, and it is difficult to Coat 










N. ARMANAZI, Minister 
Syrian Legation, London 


Revenue and Expenditure 


Sir;—May I suggest that your most instructive articles on the 
gap between imports and exports might be supplemented by others 
on the gap between the revenue from taxes and the public expendi- 


ture, which appears to be the main cause of inflation—Yours 
fajthfully, 


Midhurst 


Francis W. Hirst 










From The Economist of 1847. 


August 28, 1847 


A horrible murder has been committed in. Paris, e 
lady of the highest rank [the Duchess de Praslin], the 
mother of a large family, allied to almost all the old — 
nobility, has been murdered in her own chamber. Her ~~ 
servants were summoned by her bell—they heard her 
groan—they could not reach her—they could not save her; 
some one who knows all the secrets of the house—who ‘is 
familiar with the lady's room—who has. access to it—has., 
committed the crime. Her husband, the father of het 
children, is suspected. He is arrested; he can give no 
reasonable explanation of many suspicious circumstances ; he 
attempts to poison himself; he is ordered wo be tied. A 
great, a profound sensation, vibrates through all Franc 
and through all Europe, The crime becomes connect 
with polincal considerations. It is brought to bear, by. 
journals, against the government, against the aristocracy, 
against the whole system of political society: It is spoken. 
of as one of those mournful presages which overwhelm men’ _ 
with a presentiment of a great coming calamity... . Such an» 
event deserves a more conspicious notice than to appear only * 
im ~ chronicle. amongst the miscellaneous occurrences of J 

ic Gay. i 

A second female is somehow concerned. The Duke had 
visited .. . . the evening before the fatal deed, a Mademoiselle 
de Luzy, carrying with him two daughters. ‘Some anger had 
before been excited by his attentions to this lady ; his inter-~ 
view with her was highly reprehended by the Duchess. ... 
Iris impossible to to avoid, under such referring ~~) 
to the state of domestic society in Paris. . . . In France nee 
is now no other aristocracy of any importance. than the 
officers and dependants of the government. These. classes 
are, in truth, Jcecpical. To the terrible distrust, arising from 

-fmuch sus . proved corruption, now. comes, to 
deprive the butle of’ the’ people of all that’ yet remains of 
respect for the ruling ie this terrible crime. . . . But in 
France the ate - in all. There is no other 
directing or guiding The chureh, the aristocracy, the 
municipalities, almos a) press, are all under its control, and 
live by its fiat. They will all, except the last, which alone 
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Indian Realities 


“Pressure of Population and Economic Efficiency in India,’’ 
By D. Ghosh. Indian Council of World Affairs and Oxford 
University Press. 109 pages. Rs. 3-4. — 


BEHIND the tumult and the shouting in Aldwych and the less 
amicable manifestations in Calcutta and Lahore lies, unaltered 
by political events, the grim economic reality of India’s desperate 
poverty and ruthlessly growing numbers. Mr Ghosh’s little 
book, businesslike, unemotional and packed with common sense, 
is an admirable contribution to the understanding of that reality 
both in India and abroad. He examines India’s vital statistics 
and applies to them the modern apparatus of analysis and fore- 
cast, bringing our clearly both the appalling human and material 
waste involved in its high infant and juvenile mortality rates, and 
the nature of the critical phase lying ahead, if and when that 
mortality is reduced and the combination of high fertility and high 
concentration of numbers in the reproductive ages takes—as it 
took in the West and in Japan in similar circumstances—its full 
effect. “We nurse, feed, clothe, house and train every batch of 
newly born population, only to lose 45 per cent of them before 
they reach the age of 15 . . . we throw away some 22} per cent 
of our national income on rearing up persons from whom the 
community gets littl or no return. The corresponding loss in 
England and Wales is 6} per cent” he says of the first point ; 
and of the second, comparing India with Europe, “ We start from 
a different base. We are already pretty large in relation to our 
resources, and the prospect of our’ being allowed to spill over 
to other parts of the world are nil.” It follows that this critical 
period, between the fall in the death rate and the historically 
concomitant fall in the birth rate, should be shortened by deli- 
berate action, notably by the spread of contraceptive knowledge. 

At the same time, the vicious economic effects of rural over- 
population—pyramiding sub-tenancies, splinter-size farms, the 
overwhelming preponderance of cereal crops which starve the 
soil, must be boldly dealt with by a policy of industrialisation 
designed to take some 30 million workers off the land, and by 
applying to the land itself those measures of heavier stocking, soil 
improvement, and scientific cropping, which the present state of 
affairs makes impossible. Mr Ghosh does not make the mistake 
of thinking this easy. The countries most needing capital are 
precisely those least capable of generating it for themselves. At 
the very best, under a strictly controlled economy, less than a 
quarter of the sum needed to implement such a programme over 
the next ten years could be raised in India. Foreign capital will 
be needed ; American and (here Mr Ghosh is optimistic indeed) 
British. But it must be lent without strings; in the form of 
equity capital so far as possible, and of equity capital, moreover, 
under Indian management. Theoretically there is nothing 
against importing foreign enterprise as well as foreign capital, but 
once bit, twice shy. 

Possibly the road ahead of the two new Dominions is even 
rougher than Mr Ghosh thinks. But there could hardly be a 
better contribution to the smoothing of it than ‘the wider spread 
of that spirit of realism and good sense informing this book. 


Sketch of a Liberal 


“Herbert Fisher: A Short Biography.’’ By David Ogg. 
Edward Arnold. 200 pages. 10s. 6d. 
It says a good deal for H. A. L. Fisher’s character that its out- 
lines remain distinguishable even through the heavy over-burden 
of Ogg. Perhaps its justre is a little dimmed in these stolid 
pages, for the author adds to his truly donnish tendency to irrele- 
vant disquisition an eminently Oxford shrinking from uncivil en- 
thusiasm. The picture here is of.a Don whose biography leaves 
his early “ reputation which extended far beyond Oxford ” a little 
difficult to comprehend ; of a scholar known to posterity by one 
first-rate piece of research and one magnificent text-book, whose 
technical deficiencies Mr.. Ogg only too freely admits ; a Minister 
whose one great Act was slaughtered under the Geddes Axe by 
@ Government from. which he nevertheless lacked the will to 
Tesign ; the Head of a College whose views on University develop- 
ment remain, with few exceptions, wrapped in decent obscurity ; 
a Liberal who never quite adjusted 
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brought under review ; a Gladstonian left stranded in an age 
when some of his principles had passed into platitudes, and 
called for drastic reconsideration alike of their foundations ; 
of their practical application. az 

Was Fisher really like this? Or is it merely that Mr Ogg hat 
left what should have been the most interesting part of his study 
aside ? “Fisher was born and grew up in the finest culture, both 
national and» internationa!, of the later nineteenth century. He 


' grew to maturity before the first World War, and he remained an 


influential public figure until his death in 1940. Could there have 
been a more fascinating subject than the impact on a mind of 
this kind of the changes in thought, in education, or in political 
and social practice of the last fifty years? How did Fisher's 
thought and outlook react to the swelling consequences of the 
Edwardian social revolution, pointing forward, in the late twenties 
aad thirties, to the new world of planning upon which this genera- 
tion has now entered ? Perhaps some later student will tell us. 


Shorter Notices 


Handbook of Latin American Studies : 1943, No. 9, 


(A Selective Guide to .the .Material Published in 1943 on Anthro- 
pology, Archives, Art, Economics, Education, Folklore, Geography, 
Government, History, International Relations, Labour and Social 
Welfare, Languages and Literature, Law, Libraries, Music, and 
Philosophy. Edited by Miron Burgin, Department of Commerce, for 
the Library of Congress, the Joint Committee on Latin American 
Studies of the National Research Council, the American Council of 
Learned Societies and the Social Science Research Council. Harvard 
Salaae Press (London: Geoffrey Cumberiege). xvi and 518 pages. 

8s. 6d. 

This selective guide, the annual appearance of which marks a red- 
letter day for the serious student of Latin America, maintains the high 
standard of earlier volumes of the series. 


“ Le Contréle des changes,” Tome II. Unesco, Paris. 281 pages 
200 frs. 


THE. Permanent. Conference for Advanced. International Studies, 
which some months ago published its general report on exchange 
control policy and mechanism in the immediate pre-war years, has now 
published the first of a series of national reports, comprising studies 
of German, Argentine, other Latin-American and Bulgarian experience, 
Two more studies in the series are in process of publication. The 
whole series will constitute a valuable work of reference. 


“The Public Corporation in British Experience.’’ 
Arthur Street. 
pages. 2s. 6d. 


Tuts address on public corporations by the deputy-chairman of the 
National Coal Board, delivered to the Institute of Public Administra- 
tion’s summer conference last June, is in part a very brief but authorita- 
tive and convenient summary of the rise of this form of economic 
organisation, from the Port of London Authority to the now gestating 
Transport Commission, in part a shrewd discussion of the potentialities 
and especial difficulties of public corporations now and in the future. 
Organisation, staffing, incentives, price policies and mutual relations 
are passed under review; Sir Arthur does not claim to have found 
the perfect or even the best available solutions, and appears indeed in 
the role of a good citizen thinking aloud in public rather than of either 
advocate or mentor. But he has sketched the broad lines along which 
speculation and debate could most profitably proceed. A useful and 
stimulating booklet. 


By Sir 
Institute of Public Administration. 36 
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Petrochemicals Ltd. announce that their plant is expected to 
commence operations in mid-1948. Production will include: 


PURE GRADE and NITRATION GRADE BENZENE and TOLUENE 

3° c. and 5° c. XYLENES 

ALKYL BENZENES (heavy naphtha) 

PURIFIED WHITE NAPHTHALENE 

METHYL, DIMETHYL and TRIMETHYL NAPHTHALENES 

High Purity: ANTHRACENE + PHENANTHRENE + PYRENE 
CHRYSENE - ACENAPHTHENE + FLUORENE 

PITCH FOR ELECTRODE COKE 

ETHYLENE and ETHYLENE DERIVATIVES and INTERMEDIATES, including: 
ETHYLENE CHLORHYDRIN (ANHYDROUS) + ETHYLENE 
OXIDE + ETHYLENE GLYCOL + ETHYLCHLORIDE 
ETHYLENE DICHLORIDE 

PROPYLENE and PROPYLENE DERIVATIVES and INTERMEDIATES, including: 
ISOPROPYL ALCOHOL and ACETONE 


BUTADIENE, BUTENES and DERIVATIVES 





Contracts may be negotiated now. Enquiries should be addressed to: 


PETROCHEMICALS LIMITED 


ADELAIDE HOUSE: LONDON BRIDGE: LONDON, E.C.4 
TELEPHONE: AVENUE 4794 + TELEGRAMS: PETRICALS, BILGATE, LONDON 
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AMERICAN SURVEY 





The Entr’acte Begins 
(From Our US Editorial Staff) 


Fee nel oee derenaeas, bie feishad.inse: Seat 
of emergency expedients and tacit understandings. With 
the balance of the loan reduced to $400 million there was little 
point in anything more, It was worth nobody’s while to prod 
a sleeping Congress with doubtful interpretations. The solu- 
tion—a moratorium on both convertibility and drawing—could 
offend nobody (and has already had the approval of Represen- 
tative Jesse Wolcott, Chairman of the House Banking Com- 
mittee) ; nor could the unofficial conclusion that it will not be 
considered discrimination for Britain to spend money she has, 
rather than money she has not. Nobody, however, thinks that 
Britain’s problems have been solved and nobody knows what 
happens next. The British Government’s action is called 
“emergency and temporary” and Sir Wilfrid Eady made it 
plain that Britain wants to re-establish the convertibility of 
sterling as soon as possible. This may be, it is thought in 
Washington, about ten years from now. 

Whether Britain ever sees the last $400 million or not (and 
it seems doubtful whether any way can be found of releasing 
it without involving Congress) the first effort at post-war 
recovery has gone wrong. The attempt by the United States 
to reconstruct the pre-war world economy by lending Britain 
a shoestring, on the understanding that anyone else who wants 
to go for a walk can borrow it, has failed. The over-optimism 
which caused it to fail was not only an American fault. When 
the President said, in his Economic Report recently, that the 
dislocations of the war had been under-estimated, he did not 
speak only for the United States. The British assumptions 
of financial burdens—contributions to Unrra and expenditures 
in Germany and Greece—are symptoms of the same misunder- 
standing in London, 


* 


It had been taken for granted that Mr Snyder would be 
tough with the British delegation and that the State Depart- 
ment and the Department of Commerce would try to stretch 
interpretations to their limits, What would have happened if 
the Secretary of State had not been in Rio it is impossible 
to say. Mr Lovett, the Under-Secretary of State, new to his 
job and lacking full confidence, was not inclined to take risks. 
And he had behind him a department to whose planners the 
loan was an irrelevant anachronism. They are at work on the 
Marshall Plan and they could not advise their Acting Secretary 
of State to do anything which might divert Congressional atten- 
tion from the great objective.. When the negotiations started, 
it was Mr Snyder who was sympathetic and helpful and Mr 
Lovett who delayed action. It was no lack of sympathy on 
Mr Lovett’s part—only fear of criticism—and in the end he 
appeared as happy at the solution as anybody. 

. This somewhat unexpected reversal of roles is not out of 
character in the present situation. The Treasury was prepared 
to cure a financial crisis, which it could understand, by a remedy 
that had been effective before; a run on a bank must be 
followed by a moratorium. It is significant that it was a 
Treasury spokesman who explained the situation by using the 

rallel of the American Bank Holiday in 1933. The State 

rtment, with its eyes on a future of customs unions, an 
tegrated Western Europe and planned distribution of surpluses, 
was not interested in old-fashioned remedies for traditional 
diseases. The Marshail Plan is to be a cure-all, so there was 


Plan, to Congress and the ic. Nothing else is relevant. 
The Chancellor’s letter to Mr Snyder shows that the present 
retreat from multilateralism is considered a temporary and un- 
desirable expedient. Whether or not it is undesirable, there is 
little disposition in Washington to consider it temporary. An 
American businessman, who said “ If only we were still a debtor 
nation” recently, was speaking from the heart for many. who 
still regret the pre-1914 pattern. That was a cosy and compre- 
hensible world, But multilateralism seems an impossible ideal 
when one side of the figure is greater than the sum of all the 
other sides, The State Department’s planners, though their 
ideas may have no firm shape yet, have recognised as much. 


* 


Mr Clayton, in Geneva and out of Washington circulation for 
some months, seems on the other hand still to be peddling his 
spring models, though with a few summer trimmings. That 
some inkling of what has been happening in Washington has 
reached him is suggested by reports from Geneva that he is 
advocating a Western European customs union. But the corre- 
spondent of the New York Times at the ITO conference says 
that “United States economic policy officials are convinced 
that the miuch-talked-of ‘integration’ of the European 
economy is a will-of-the-wisp affair if conscious planning is 
relied upon to bring it about. ... In the United States’ view 
one tried and tested way of ‘ integrating’ the economy of .a 
large and diverse area is to let the most efficient producers ex- 
pand and force the less efficient ones to contract or convert to 
other activities.” This pean of praise for chaos comes from 
Geneva at a time when officials in Washington, afraid that the 
“ other activities ” might include Communism, are consciously 
planning and calling on others for more and more plans. : 

_“ While Mr Clayton has been away Clause 9 of the Loan 
Agreement has been relaxed, officially, to allow discriminato 
trade with the colonies and, unofficially, it is believed, wi 
the Dominions as well.” But “the United States will regard 
this conference as a real success only if the imperial preference 
system is thoroughly wrecked beyond hope of repair,” reports 
this same Geneva correspondent, adding that the similar sys- 
tem of lowering tariffs within the Benelux area meets with the 
unqualified approval of these American officials. 

All Mr Clayton’s efforts, in fact, are still being concentrated 
on arrangements for ensuring a steady market for American 
goods. While busily digging a channel in which United Siates 
trade can run, he has not even paused to look behind him. 
If he did he might notice that restrictions on currency and 
imports are filling the channel as fast as he digs it. Until a 
method can be found of allowing other countries to earn dollars 
—and nobody has thought of one yet-—American exports, except 
under some scheme of subsidies such as the Marshall Plan is 
to be, are impossible. The British crisis has taught that lesson 
because it was the first to hit Washington. Others will not be 
far behind. For the first time there is a suspicion that it may 
not be possible to rearrange the pieces into the pre-war pattern. 
A new pattern may be. called for. 

The first act of the post-war drama—set in “ Cloud-Clayton- 
Land "—is over. After a respectable interval, which some of 
the performers may not have the wherewithal to survive, the 
curtain will go up on act two, The scene will be “ Somewhere 
in Marshaliania.” The great question now confronting the 
United States is whether, when the third act begins, in perhaps 


- ten years time, the programme can read “ Same as Act One.” 





Hollywood on the Ropes 


(From a Correspondent in Hollywood) 


HE Hollywood Producer is by légend a man of violent 
and individual temperament, and while ‘legend inay have 
over-drawn the type, there is a sufficient basis of truth for it 
in the characters who wield an almost absolute despotism in 


their own studios in a calling in which gastric ulcers have long - 


been recognised as the occupational disease. 

The lack of violent and individual response to the news of 
the proposed British import duty on American films is a real 
gauge of the serious nature of the threat ; firstly, because dis- 
cipline among so many individualists has rarely before been 
achieved and, secondly, because a violent reaction in the shape 
of drastic lay-offs of studio man-power has hitherto been the 
immediate response to any breath of a threat that box-office 
takings are on the way down—and the news from England 
contains more than the breath of a threat. 

This unaccustomed discipline and restraint has clearly been 
enforced by the Motion Picture Association—the major arm 
of the Johnston Office. Recent telephone calls to the public 
relations offices at three of the major studios were answered 
with a degree of caution which was a remarkable contrast to 
the cheerful barrage of information about current and future 
production that such a call usually elicits. 

The general directive seems to be that a rigid (and unnatural) 
abstention from comment on the proposed British measure is 
necessary to preserve the friendly atmosphere in which it is 
believed that the negotiations will proceed between the John- 
ston Office on the one hand and the British delegation in 
Washington on the other. Everywhere there is a feeling of 
certainty not only that these negotiations will take place but 
also that they will result in some relaxation of the proposed 
duty. This optimism, which has been much heartened by the 
meetings and petitions of the British Exhibitors and Producers 
groups in London, is typical of the lack of realism which affects 
Hollywood production and which is due to the fact that the 
primary impact of any crisis is always on the main offices in 
New York, which are still the treasuries and policy-makers for 
the subsidiary production companies on the Coast. 

But if this enforced restraint and the optimism which its 
enforcement engenders—as if, indeed, the restraint was some 
sort of penance which must earn its reward—is a symptom of a 
lack of realism, a much more vivid and vituperative lack of 
realism is exhibited in the local and trade press, which is under 
no sort of enforced discipline. Here the proposed measure has 
been described as “ confiscatory,” “ retaliatory” and “ recrimi- 
natory.” It is said that the tax is aimed alternatively at the 
State Department or the American public as a threat of what 
will happen if a further loan is not granted. (The fact that 
no loan has been solicited has been disregarded). It is claimed 
that it is a protective measure designed to foster the growth of 
British production at the expense of American, and, at the other 
end of the scale, there has been registered a faint reproach that 
this injury should, be inflicted on an industry which ran so 
pro-British a lobby at the time of the debates on the original 
loan. 

Nowhere has the simple reason been either discussed or 
entertained: that the British Isles can no longer afford the dollar 
luxury of American entertainment; and perhaps here the British 
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Government. was at fault in not having accompanied its pro. 
posals with a simple explanation. There can be no 4 
that neither the trade press nor the American public are in 
way convinced that this is the sole and compelling motive for 
the proposed legislation. : 
Yet another reason for the lack of realism in regard to the 
duty is because the effect of it on the industry is, from the poi 
of view of the production companies, too bad to be true. The 
number of feature motion pictures produced in Hollywood 
and registered with the Johnston Office in 1946 was 397, and 
it is estimated that their total cost was about $410 million. 
total sum recovered from the British Isles was some $72 
which represent a yield of 17.5 per cent on the total inv 
This percentage is not, however, a fair reflection of the 
since of the 397 films ‘probably some 90 were designed 
for the American market and were at no time Soren 
exhibition overseas. Though it is true that these films orechdl 
for the domestic market alone are low-budget films, they never= 
theless carry their full appropriation of the studio overhead— 
in many cases as much as §0 per cent of their production cost, 
A truer reflection of the gravity of the position is to be. 
found in the profit statements of the production companies, 
The total profits from motion picture production activities last. 
year have been estimated at $125 million and, if the i 
duty of 75 per cent is applied to the rentals from the British: 
Isles, the yield from that territory will be reduced from $72” 
million to $18 million and the profits, on last year’s basis, 
from $125 million to $71 million, which represents a much 
lower yield in the highly speculative field of entertainment 
than the financial houses are prepared to entertain. It 
be remembered, further, that these figures comprise the it 
dustry as a whole, and do not reflect the position of = 
individual production companies, whose position may vary 
profit to loss by reason of such imponderables as production. 
programmes, star values, stories acquired and even a 
tion policy. 













* 


In face of these facts, it would seem that the resolution of 
the Motion Pictures Export Association to ban the export of 
all American films to England is perhaps little more thai a 
bargaining approach, since an individual producer’s share of 
the $18 million thereby renounced might well represent the” 
difference between profit and loss in his balance sheet ; and 
there is reason to believe that the Society of Independent. 
Motion Picture Producers, headed by Mr. Donald Nelson and 
representing producers of such calibre and independence’ as 
Mr Sam Goldwyn and Mr David Selznick, was more than 
reluctant to commit itself to such a self-denying ordinance. i 

The production companies have always been quick to adjust 
themselves to trends in box-office returns and since April’ of 
this year there have been unmistakable signs that the lush 
years are over, when the quality of a picture seemed to 
only a remote relation to its earning capacity. But the g 
down of the industry to meet the uncertainty in its domestic 
market is something very different from the slashing one va 
have to take place if seventy-five per cent. of the British profit 
is going to disappear; and the apprehension felt through evef] 
branch of the industry, from crowd player to production exec 
tive, is a very real symptom of the fact that Hollywood has some 
serious problems to overcome. tt = 

It is understood that Mr Rank’s group of producers anticipate 
pe am: | Sengeh ve mealtimes ware er-eripe wer ater pee | 
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the British Isles, under the full incidence of the prof i i 
A possible solution of the present difficulties sudbannenten 
Ne eet eee eae 
pasis with all British dollar earnings in excess of $18 million. 
This would stimulate the American distributors to efforts which 
they have never previously undertaken on behalf of British 
films. 


American Notes 
Prosperity Now 


A growing industrial concern over foreign trade prospects 
in the light of the British crisis finds no reflection in the latest 
official business forecast by the Buresu of Labour Statistics. After 
revealing that a new burst of constructional activity had brought 
“the biggest summer housing boom in history,” Mr Ewan Clague, 
director of the Bureau, declared a few days ago: “There is not a 
thing in sight to show that a depression is coming,” while he also 
took the opportunity to assure a national audience that current 
high prices were not of “ an economy-wrecking, explosive nature.” 
On a more factual basis, the Department of Gommerce a few days 
earlier confirmed the preliminary estimates of national income 
revealed in the President’s mid-year report to Congress, while 
significantly stressing that current income levels follow, not from 
increasing production at this stage, but from “price distortion.” 

From this point onwards, industry will wait eagerly for further 
signs of an ebbing export tide. As already noted, a sharp fall in 
the export surplus, which has been running recently at an annual 
rate of $10 billion, would not in itself necessarily be sufficient 
to bring about a general deflationary spiral, though it would 
mark an important phase in the current business boom, and 
remove an important prop from the present price structure. But 
the effects of such a fall in exports would not, of course, be con- 
fined to a simple subtraction from present national income figures. 
An export deflation would have some cumulative effect on business 
as a whole. Moreover, if it occurs simultaneously with a reduc- 
tion in the present inflated level of expenditures for capital 
equipment, and with a reduction in “ buy-at-any-cost ” consumer 
expenditures (as prices outmatch wage rates, and as durable 
goods become steadily more plentiful) it could then reinforce a 
very wholesome and salutary process of deflation. Unfortunately, 
crop reports are now giving a new twist to the inflationary spiral, 
and industry altogether is still more generally concerned with 
rising prices for basic commodities—cement is the latest example 
—than with the prospect of price recession later this year. 


* * * 
Budget Revision 


A sharp revision of Budget estimates for 1947-48 does give 
some promise that Treasury operations within the near future 
will exercise a deflationary effect. It has taken a week or two to 
disentangle the controversy. surrounding the net yield from the 
Republican Party’s economy drive, but it is now quite apparent 
that Congress has found no more than very modest savings to be 
possible. Against January estimates of $37.7 billion for revenues, 
and $37.5 billion for expenditures, the Budget ‘Bureau now lists 
a revenue estimate of $41.7 billion, with expenditures at 
$37 billion, giving an estimated surplus of $4.7 billion against 
the $200 million figure in the first Presidential report. Mr Truman 
has credited the Republican Party with savings of $1.5 billion, 
against earlier claims of anything up to $4.4 billion, and a broad- 
cast “target” of $6 billion. 

These political arguments, however, are now less important 
than the revised estimate of the Budgetary surplus. The figures 
how given, do not, of course, include any future commitments 
under the moves now taking place for European aid. On the 
other hand, they do include authorisations for expenditures which 
are not expected to accrue during the fiscal year 1947-48 and which 
might, conceivably, amount to $3 billion. The Treasury will also 
be able to enforce some marketable debt reduction from sales of 
Special savings bonds. 

Monetary policy continues to be hesitant and timid in the face 
of an unprecedented price boom. But events are forcing the 
Treasury gradually to retreat from the rigid pattern. of cheap 
Money rates established through the war years. Following the 
break-away from the } per-cent rate for Treasury Bills a few 
weeks ago, it has now. broken the % per cent rate structure’ for 


One-year Treasury Certificates in a refunding 


I per cent for 124 months. While this process of revision is still 


ion that offers. 
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in the early stages, the itmmediate effect of the refunding operation 
has been renewed strength in the list of Treasury Bonds 
as the commercial banks seek to o reduction in income by an 
extension of maturities. The process of “ debt monetisation” is 
thus continuing, and Treasury policy is sharply criticised in 
commercial quarters where it is held that autumn operations 
must work much more firmly for higher short-term rates. 


* *x * 
Corn Crop Damage 


The sharp decline in farm prices, until recently predicted by 
so many official and unofficial observers, is still beyond the horizon. 
After several years in which the wheat crop has been sustained 
at far higher than average levels for the past decade or so, US 
farmers are again harvesting a bumper crop of more than 1.4 
billion bushels, against the previous peak of 1.1 billion last year. 
Reports from the corn (or maize) belt, however, have become 
steadily less pleasant, and Washington is plainly concerned by the 
dual threat to prices and supplies in 1947-48. The cash market 
in corn is relatively small in most years, since most of the crop 
is reserved by farmers for feeding animal stock, with a modest 
balance for industrial consumers. In volume, however, it ranks 
as the most important grain crop, and the 1946 output of nearly 
3.3 billion bushels exceeded the combined supply of wheat, oats, 
barley, rye and rice. 

The Department of Agriculture this year urged farmers to make 
every effort to secure bumper crops and until quite recently the 
corn crop estimate was about 3 billion bushels, a level which 
would have provided a very comfortable margin above home and 
foreign demand. The late spring floods in the corn belt, how- 
ever, have been succeeded by drought conditions in which crop 
estimates have dwindled steadily, the latest figures suggesting a 
final crop of no more than 2.4 billion bushels—the smallest for 
eleven years. Rains may still assist a crop which is late enough’ 
to be threatened almost as much by early frost as by present) 
drought, but more favourable weather from now on cannot restore 
earlier damage. Recent unofficial reports, indeed, point definitely 
to fresh deterioration. The result has been a tremendous growth 
in speculative activity in the Chicago market, with corn for Sep- 
tember delivery at nearly $2.50 a bushel. Not for many years 
has corn outpaced wheat (now $2.50, Chicago) and present price 
levels have not been approached since the peak of the 1919 crop 

The corn price in 1947 is higher than it has been in a 
century. 

The prospect for other feed crops is still described as favourable, 
and grain speculators may overplay their hand in the Chicago 
futures market. But the world crop position and the abnormal! 
level of domestic demand still suggest that every ton of available 
grain will be needed, and the Department of Agriculture has 
again abandoned hopes of acreage reduction despite insistent warn- 
ings that the present peak area for arable farming is well above 
the safety level and must, if sustained, bring a longer-term problem 
of soil erosion, or sub-normal crops. 

Adverse weather conditions threaten crop quality no less than 
volume, and there isthe further threat that fammers will be forced 
to uSe more than a normal proportion of the corn crop for autumn 
feeding, bringing a heavy increase in near-term supplies of pork, 
beef and poultry products—at the expense of 1948. In this event, 
overseas shipments would certainly not keep pace with livestock 
slaughter, while the American farmer would dip heavily into wheat! 
stocks on the farm for his surviving hogs and cattle. 


* * * «- 


Power Shortage Ahead 


The transient vision of an atomic age for industry has been 
replaced by far more sober iderations. It is now realised 
that whatever benefits may accrue from atomic energy in terms 
of flexibility and economy, there is bound to be a considerable 
period of development during which industry must grapple with 
the problems of capital costs, processing hazards, and danger 
to personnel. Moreover, it is plain now that the first impact 
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of atomic energy upon industry would be the displacement of 
earlier sources of fuel for heating systems rather than a radical 
change in the generation and transmission of power. In the 
meantime, the United States is faced with the very definite pro- 
spect of a power shortage throughout the main industrial centres 
this winter, and a return to the “ brown-out ” which represented 
North America’s pattern of war austerities. 

Spokesmen for industry sometimes assert that the prospective 
power shortage follows from thé political interference of recent 
years, the Acts under discussion being, course, the Federal 
“ower Act, and the Public Utility Holding Company Act of 
1935. The latter has only begun within the last two years to 
effect the integration of utility systems, and is now generally 
regarded as a reasonable measure which has performed very use- 
ful work under the operative control of the Securities and Ex- 
change Commission. The Federal Power Act, through a super- 
vision of regulatory bodies by the Federal Power Commission 
has also helped the industry to strengthen a financial structure 
weakened in the boom years by improvident finance. 

Politics may have played a minor part in the relatively slow 
expansion of the electric power industry in pre-war years. But, 
until 1939, the industry had very considerable reserve capacity. 
By last year, however, with installed capacity of §0 million kw. 
reserve capacity fell to below ro per cent, a figure much below 

ynormal!l and much below the safety line. 

The trouble has arisen since 1942 when all but emergency 
orders for switchgear, pumps, boilers and turbines were shifted 
to meet clamorous war demands, especially from synthetic rub- 
ber plants, and merchant and service shipping. The heavy manu- 
facturing industry too, was crippled by strikes in 1946, and has 
since been delayed by shortages in steel, coal, and copper. Now, 
expansion is going ahead again, and the power industry is 
demanding ten million kw. in generating capacity over the next 
few years. It is precisely in such directions, of course, that 
Washington must face sternly competitive demands for domestic 
expansion and foreign rehabilitation. 


Near-term expansion, in any event, will not save some regions 
from a fairly tight position through the winter months—if indus- 
trial activity and individual consumption hold near recent levels. 
The mid-western industrial area, east of the Mississippi, and 
north of the Ohio, is expected to face sharp regional shortages ; 
partial relief may follow from the development of “grid” net- 
works—although this, too, is expensive in terms of time and 
equipment. A sustained economy drive by American consumers, 
however, would no doubt relieve existing capacity by an amount 
sufficient to avoid any serious industrial dislocation. 
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aft-Hartley in Action 
The Taft-Hartley labour law, the Republicans’ only 
success in domestic legislation during the past session, 
fully effective on August 22, except for provisions 
certain contracts to run on. In the months. since it was 
over the President’s veto, the larger labour unions have. 
energetically devising detours around the new road-block. 
like Mr Lewis, they have demanded “ able and willing to 
clauses, or they have refused to continue the “no strike” 








Pro. 
visions in existing contracts, as a means of protecting union 


treasuries from suits. In some cases, unions have determined to 
sign no contracts at all, relying on union discipline and manage. 

ment’s amenability to perpetuate the closed- shop in fact, fae if 

in law. The decision of the Congress of Indust#lad Oreanisaee! 
to boycott the National Labour Relations Board is one which 
will appeal to the stronger unions, for it relieves them of the 
necessity of filing anti-Communist affidavits and information op. 
union finances. Sentiment in favour of this course will be. 
strengthened by evidence that Mr Denham, the new counsel. 
the Labour Board, intends to interpret the act with enth 
strictness, The Board itself, despite its new members, is hoe 
still to be sympathetic to labour, but Mr Denham, whom the 
new law has made the most powerful single figure in labour 
relations, has already been reproved by Mr Truman for Me; 
anxiety to co-operate with Senator Ball’s “ watch-dog” com 
mittee, rather than to pursue an independent course. The new new. 
regulations governing the filing of anti-Communist affidaviss 
provide, for example, that the failure to file of a single national 
officer of the Congress of Industrial Organisations, or the American 
Federation of Labour, would deprive every member union of its 
right to use the machinery of the Labour Board. 

Of direct challenge of the Act on economic grounds, there has 
been surprisingly little, even on the issue of the closed shop, the 
prohibition of which is a heavy blow to many unions, 
On the political side, however, there is no slackening in the 
effort to wipe the Taft-Hartley Act off the statute books, Defiances 
of the ban on political expenditure are daily occurrences... The 
ban on direct political contributions to candidates, on the om 
hand, is not likely to be contested. In the case of the CIO, 
as well as much political expenditure, are handled by the Politic 
Action Committee, which is believed to be immune from the 
Act, and local unions are urged to keep their PAC 
accounts separate from union funds. The AFL is endeavouring 
to increase political contributions, and the CIO is waging a. 


campaign for a $1 a head contribution to the PAC from cram 
CIO member. 


THE WORLD OVERSEAS 





Sweden and the 


German Vacuum 


(From Our Stockholm Correspondent) i 


For both geographical and historical reasons the Swedish 
economy has traditionally depended to a large extent on trade 
with Germany. During the first world war Swedish foreign trade 
was inevitably directed mainly towards the German market. 
Although the inter-war years partly restored the pre-war balance, 
Germany secured its position as Sweden’s leading source of imports 
—aesponsible for 22 per cent of total imports, and its second best 
sustomer—taking 18 per cent of its exports. In 1940 the occupation 
of Norway and Denmark cut off Sweden from its western markets 
and almost overnight made Germany the dominant trade pariner. 
Germany’s share in Swedish imports rose to no less than 48 per 
cent, while 42 per cent of Sweden’s exports were sent to that 
country. Incidentally it is remarkable that Sweden could in 
these circumstances so balance its trade with Germany that it 
got through the war period without having granted Germany any 
— whatsoever. On the. a Germany | 

earing balance, besides which Swedes managed to get paid 
the interest on Germany's considerable pre-war debts to them and 
substantial amortisation payments as well, 

For the time being the paralysis of Swedish-German trade has 
had..by.. far the most.serious. repercussions on the import. side. 


See 
During 1946, total imports from Germany were worth no a 
than about 50 million kronor, as against a total import value 
454 million kronor in 1938. Because of the sharp increase. * 
prices during the same period the decline in volume is 
greater than appears in this comparison. The range of Sw 
imports from Germany was very diverse, the principal items 
being machinery, electrical equipment, iron and steel products: 
mainly commercial and constructional iron—textiles, chemical. 
products, coal and coke. In many lines German imports ranked: 
very high. Almost half of Sweden’s imports of machinery and: 
electrical equipment and more than one third of its imports of 
chemicals came from Germany. 4a 


Gambling on the Future ri 


The loss of these imports has severely strained Sweden’s suppl 
situation. It has been found possible to replace this loss. in 
some measure by imports from other countries and by i 
domestic production, but this compensation has been 
only at some cost. - hare teers te arr 
often been con higher than would have been 


by a highly efficient Germany ; secondly, the expansion of domestic’ 
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capacity has meant diverting scarce labour and. building materials 
to capital investment, which in the run might turn out un- 
economic, Even with these measures Sweden has not been able 
to replace certain important products, for instance textile 
machinery, commercial iron, coal and coke, and chemicals. An- 
other direction in which the impossibility of. getting substitutes 
has made itself seriously felt is in spare parts for industrial 
machinery, originally imported from Germany. 

As a receiver of exports the German market was also important 
in Sweden’s international relationships, In 1938 Sweden exported 
goods to Germany worth no less than 335 million kronor, represent- 
img 18 per cent of total exports. These exports were concentrated 
on a few bigger items, principally iron ore, iron and steel products, 
and paper and pulp. .The first item especially was very impor- 
tant ; in 1938 the value of the iron ore exports to Germany was 
160 million kronor, or 70 per cent of Sweden’s total iron ore 
exports in that same year. With the disappearance of German 
demand this industry has met serious difficulties in finding new 
outlets for its products. The export figure for 1946 was only 
5 milion tons—far below the 1938 level of 12 million tons. As for 
the other types of export which formerly would have gone to 
Germany, the problem of finding new markets for these is rela- 
tively easy so long as present world shortages prevail. 

When speaking of the immediate effects of the German vacuum, 
it is also necessary to point out its indirect effects on Sweden’s 
foreign trade. ‘The industrial systems of a number of other 
countries, especially of the Netherlands, Belgium and Switzerland, 
with which Sweden has intimate commercial relations, have also 
been adversely affected by the collapse of Germany’s foreign 
trade. As a result, not only has their capacity to export certain 
important commodities to Sweden—for instance coke, iron and 
steel and machinery—seriously suffered because of the lack of 
German imports, but their ability to buy goods from Sweden has 
also been curtailed. This last factor is, however, obviously not so 
important in the short run. 

Turning to the long term aspects of the problem, it is only 
possible to make rather vague conjectures, First, as regards the 
necessary redistribution of our imports, it seems not unlikely that 
countries like Switzerland and Belgium will permanently take 
over Germany’s role as suppliers of certain machinery and iron 
and steel products. The trouble is that productive efficiency in 
these countries, because of the more limited scale of production, 
compares unfavourably with that of pre-war Germany, thus imply- 
ing higher import prices for the Swedish economy. In this 
respect the United States and Great Britain would be preferable 
as sources of import, but here the very limited export capacity has 
‘Ip to now been the main obstacle. 


Outlook for Iron Ore 


There is also small doubt that the current tendency of Sweden’s 
production structure towards more autarkic ideas will be hard to 
stop. Already during the war, Sweden increased its iron and 
steel capacity, especially for commercial and constructional iron. 
This expansion was made necessary not only by insufficient Ger- 
man imports and by heavy building activity and military require- 
ments, but also by lower productivity in the domestic iron and 
steel industry, which was mainly a result of substituting wood 
fuel for coal. The total disappearance of German imports has 
accelerated this development and the Swedish iron and steel in- 
dustry has very extensive investment programmes for the next 
few years. The advisability of this expansion has been questioned 
by some economists. If the possibility of a freer flow of im- 
ported iron and steel products later on is borne in mind, as well 
as the necessity to concentrate on regaining the pre-war markets for 
Swedish quality steel, part of this new capacity might seem un- 
economic. The fact that even now the iron and steel industry is 
finding it very hard to get sufficient labour has also been advanced 
in support of this theory. 


Another sector of the Swedish economy where the, impact of 
war has stimulated increased capacity is the engineering and 
machinery industry. But it is to be doubted whether the dis- 
appearance of German imports in this field will be a sufficient 
guarantee that this new capacity will be long and fully used. 
Swedish producers might find it hard to shut out British and 
American imports of many. kinds of machinery, ¢specially. as 
the Swedish cost structure js rather unfavourable in many lines, 
There is, however, one exception to be made in this connection, 
and that is for the electrical equipment industry. Not only are 
Swedish prices for this type of commodity highly competitive, 
but the export outlook seems very promising. requirements 
of the Russian trade agreement alone will take.care of any excess 
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new firms to be set up, the future of which seems rather uncertain. 
The danger on a long view is, of course, that these investments, 
made in a sort of “hothouse atmosphere,” will in the end become 
vested interests, hampering Sweden in its endeavours to re-estab- 
lish its trade on a free, multilateral basis. : 

The loss of Germany as a customer is a major difficulty mainly 
for the inon ore industry. Sweden will have to face the fact 
that, whatever happens, German heavy industries will nor be 
rebuilt to such an extent that Swedish exports of iron ore can attain 
anything like pre-war figures. Yet a sharp decline in the mining 
of the ore would create serious social problems, as this industry 
dominates the economic life of the traditionally undeveloped and 
relatively poor northern region of the country. There are, how- 
ever, some hopes that Sweden will be able to expand iron ore 
exports to the United States and thus make up, at least partly, 
for the loss of the German markets. As regards the other com- 
modities which-used to rank high among Sweden’s exports to 
Germany, the long-term problems seem relatively small. @Exports 
of forest products will have to be curtailed anyway, in order to 
adjust production to the current yield of the forests. And no 
doubt the Russian trade treaty is to be regarded as offering a 
possible solution to the problem of finding new markets for 
Swedish exports formerly bought by Germany. 


Labour and Politics in Latin 
America 


[FROM A CORRESPONDENT IN LATIN AMERICA] 


THE first impression of an observer in Latin America is that 
there is a great wave of unrest surging up throughout the 
whole continent. This takes different forms in different countriss, 
and for the most part is a blind sort of thing—an awakening of 
largely uneducated and culturally backward masses, who only 
know that they are no longer satisfied to live under the oppression 
and exceedingly bad economic conditions which have hitherto 
been their lot, and who, in the main, are willing to follow any 
leader who will offer them a better existence, In Brazil, for 
example, this revolt is centred in the Communist Party and the 
Partido Trabalhista of ex-President Vargas, a group not unlike 
the Partido Peronista in Argentina. In Argentina, the whole of 
this movement has been canalised into the Peronista movement, 
which whatever its defects—and they are many—is without doubt 
a “ popular” movement. In Chile, the unrest has largely followed 
the Communist Party ; while in Bolivia the fascist Movimiento 
Nacionalista Revolucionaria has crystallised this. spirit of revolt 
among the tin miners, and the left wing Partido Obrero Revo- 
lucionario and Partido de la Izquierda Revolucionaria have also 
increased. In Peru, without doubt, the Aprista Movement is the 
real popular force, and as yet there has not. been organised any 
really effective opposition to the Partido del Pueblo, as the APRA 
is now called. On the other hand, in Ecuador, the Socialists who 
won a considerable victory, particularly in the region of the 
capital of Quito, and who now have nearly a third of the members 
of Parliament as a result of recent elections, seem to have been 
the chief gainers from. this spirit of unrest. 

The diversity of. this movement of revolt indicates its lack 
of cohesion. It is not a conscious movement with a well-thought- 
out programme, but rather a blind attempt to strike out against 
the wrongs and fancied wrongs from which the poorer. classes 
and the oppressed racial groups have so long suffered. The 
spirit of rebellion no doubt arises in part from the general world 
situation, in part from the. promises made by all concerned 
during the two World Wars, and from the slow seeping of a 
minimum of education and the beginnings of industrialisation 
into these countries, expanding the horizons and bringing new 
desires and wants to these people. And altho the movement 
is one for liberation, it is not always channelled into organisations 
which are democratic. Thus, for instance, in Brazil there is a 
great need for some popular democratic socialist or similar group- 
ing to rival the two totalitarian isations which are the 


Brazilian Communist Party and the Partido Trabalhista, the 
PCB and the PTB. In Argentina the Peronista movement has 
indicated that the masses of that country are willing to sacrifice 
liberty. and freedom in return for a promise of a better economic 
and social future, eg : , 
This tendency of the Revolt of the Masses in Latin America 
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not fo concern itself unduly with the ideas of democracy and 
liberty indeed represents a great challenge to those who hold 
these ideas dear. There is a great necessity to orient this spirit 
of rebellion in a direction which can bring not only an end to 
the age old caste system which has dominated so many of the 
Latin American countries, but which can also bring these countries 
ademocracy and a liberty which but few of them have ever known. 
There are some elements in all of these countries which are trying 
to meet this challenge. For instance, there are Socialist parties 
in Uruguay, Argentina, Chile, and Ecuador which are of some 
importance. In Uruguay there is the Batllista Party which is a 
lower middle class and working class group ‘which has a long 
history of working for social reforms in that country, and which 
is largely responsible for the very genuine and very advanced 
democracy which exists in Uruguay. In Brazil the situation is 
still very chaotic politically, since that country suffered under 

een years of severe dictatorship from which it is only now 

ially recovering. During those fifteen years there was no 
chance for younger and more progressive political elements to 
emerge’ and the development of such groups needs time. There 
are small left-wing groups, such as the Esquerda Democratica, 
around which in time perhaps a really democratic movement 
can be built. Finally, in Peru, although there are those who 
disagree, it is probable that the Apristas will in the next few 
years bring about a profound social revolution which not only 
will attack the age-old problems of the land, education and health, 
but will bring real democracy as well to that country which has 
so far known little more than its sham, 

The second important observation which one can make about 
the labour and political situation in Latin America is that during 
the last decade the trade union movements of all these countries 
have grown swiftly. For instance the labour movement 
Argentina has during the last four years more than doubled, and 
has reached into areas such as the packing houses and the sugar 
plantations where there had never before been effective trade union 
organisation. In Chile, since 1936 when the Confederacion de 
Trabajadores de Chile was formed, the trade union movement 
membership has jumped from less than 100,000 workers to some 
300,000 or 350,000 and practically all the industries of any 
size are organised. Even in Bolivia, one of the continent’s most 
backward countries economically, the wade union movement has 
grown in the last few years. Since 1942 the miners have been 
firmly organised, and in the city of La Paz, the principal industrial 
centre, the 18,000 factory workers have alm st all become members. 
In Peru during the last two years of democratic government, the 
labour movement has more than doubled its strength and even 
in Ecuador where it is really only beginning, it already comprises 
practically all of the “ organisable ” workers. 


Highly Political Trade Unions 


In connection with the trade union movement it is very impor- 
tant to note that the labour movements of all the countries of the 
continent are highly political. In Chile, for instance, the labour 
movement is split between the Socialists and Communists. In 
Peru the same thing is in process, with the Communist-influenced 
unions breaking away from the pro-Aprista Confederacion de 
Trabajadores del Peru. In Argentina, the vast majority of the 
trade unions are dominated by the Peronista Party. In Brazil, 
the Communists have succeeded in gaining control of a large 
number of the unions, in spite of the exceedingly close control 
which the governmert has over them, and many of the others 
are dominated by the Partido Trabalhista. In many, if not most, 
of the countries, the political parties which have a mass following 
work actively within the Unions, forming cells of their affiliates 
in as many of the organisations as possible. Of course, all this 
does not prevent the trade union leaders of all these countries 
being all but unanimous in affirming that they themselves do not 
take political considerations into account in administering their 
unions—though almost always these same leaders affirm that those 
of the opposite political group do give weight to such considera- 
tions, 

Almost all the countries of this continent have a_ special 
body of labour legislation, which in a number of countries is 
dignified with the name of a Labour Code. The purpose of 
these codes seems to be twofold—on the one hand to provide 
certain rights to social security, freedom of organisation, and so 
on, to the workers, and, on the other, to give the governments 
of the respective countries some kind of | control over the 
workers’ isati This aspect of control of labour organisa- 
tions goes farthest in Brazil, which is still operating under the 
corporate sysiem inaugurated by President Vargas on the fascist 
“model. In Brazil there ‘s for all practical purposes no collective 










THE ECONOMIST, August 30, 198) 


bargaining and contracts between the workers’ organisation 
the employers are almost never signed. Instead, all problems 
between the workers and the employers are referred to the Labous _ 
Courts, and the activity of the unions insofar as relations with the 
employers go is restricted to providing a lawyer for those of jp _ 
members who desire to institute proceedings in one of the Labous 
Tribunals. fi 

At the other extreme is Uruguay, where government int 
in the unions is kept at a minimum 






are ranged most of the other countries. In Chile, for inst 
the government seldom intervenes in the internal affairs of | 


unions, though the possibility of doing. so is ided for in. 
Labour Code. In Argentina, on the other , through the pay. 


ment of labour leaders by the government and through the legal 
regulations of the unions, the government intervenes to a very 
great extent, Yet, for all this variety, it is safe to say that in th 
years just ahead the “ Revolt of the Masses,” and the trade unions 
as one expression of this revolt, will play an increasingly important 
part in the politics of the Latin American countries. “as 


British Miner in the Ruhr- 


[These impressions of technical and working conditions in the 
Ruhr have been contributed by a miner from one of the best 
equipped of British mines. The author was one of the party of 
British miners who recently visited the Ruhr at the invitation 
the National Coal Board.]} in 


One of the first things that impressed me during my visit was 
the wonderful efficiency of the haulage system. The main roads 
are all driven at pre-determined levels, which means that they 
are all straight and level, and not undulating as they are in this 
country. Locomotives are in general use (diesel, electric and com- 
pressed air), and in the pits I visited I noticed a complete absence 
of ropes (endless, main and tail or direct). This system of hauk 
age eliminates a considerable amount of labour and is very much 
safer; haulage accidents are reduced to a minimum. In the 
shaft bottom, after the full tubs are detached from the locomotives, 
they gravitate slowly to the shaft side. From my own personal 
experience I can testify that there is only one-tenth of the pet 
sonnel employed in handling tubs at the pit bottom or pit top ia 
the Ruhr compared with the British pits. 

At the coal face also the Germans are far in advance of us} 
wherever possible a machine is used to lighten laborious tasks. 
On the surface the dirt, when it is extracted from the coal, is 
sent back down the pit and not littered all over the countryside 
in huge ugly dumps. . The dirt is crushed small and is blown 
into the wastes through six-inch pipes, packing the wastes solid. 
This in turn maintains better roof conditions at the coal face, 
We saw the now famous coal plough. I would say that conditions 
have to be almost perfect for this machine to be effective ; but 
it certainly was very effective where I saw it, and it was filling & 
tremendous amount of coal. ; 

The living conditions of the German miners are, generally 
speaking, terrible. This is mainly due, of course, to war damage. 
They are erecting for the miners Nissen huts, which, with their 
internal fittings, compare very favourably with our own temporary 
pre-fabs. But they are not being put on prepared sites, and m0 
roadways are being laid. 

Output is very low in the Ruhr, particularly when one remem- 
bers the higher proportion of men actually engaged on coal filli 
and machine mining, which is so much more highly develope 
than in this country. The low output, in my opinica, is due 
entirely to the rations the German miner receives. As a heavy 
worker he is entitled to a much higher ration than the ordinary 
consumer, but he never gets it. He does get every day a 
of soup (vegetable, not meat) at the colliery canteen and two 
slices of nearly black bread with some kind of sausage meat 
between them. But we saw hundreds of children going to the 
pits with their fathers, who gave the children the sandwiches t 
take home. The food is really atrocious, and I am certain it 
would be difficult to find one British miner who would eat it, le 
alone work on it. ‘ 
5 a: tan conclusions I have drawn from my visit are: 

rstly, I think it is hopeless to to improve 
thancailly -uptil the nitinos ate fnipepeed - , in 
far more money was put back into the collieries to improve the 
and instal new machines than there ever was in this country. 







we had progressed in the last 25 years on the same scale as the. 
Germans, there would be no British coal crisis to-day. MS 
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THE PARKER PEN COMPANY have pleasure 
in announcing that the incomparable 
Parker “51” will be on sale in the 
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> years of jewel-smooth writing. 
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LIGHTING EVERY MATCH 


A hundred years ago Arthur Albright’s idea for making 
Amorphous Phosphorus on a commercial scale brought safety 
to workers in match factories, and gave the world its first 
safety match. Today Albright & Wilson’s match phosphorus 
Products light every match made in Britain’ and countless 
millions of others all over the world, 


ALBRIGHT & Witson 
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The above electron diffraction photograph of 
zinc — made . by passing a beam of electrons 
through the metal—reveals secrets of its crystalline 
structure to an expert. This is just one example of 
photography helping industry. 


Can bpliced Phologiaphy help you ? 
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SHOPPING THROUGH THE AGES 


“Come, buy of me, come buy!” 


How welcome he was in those days, the itinerant pedlar 
from the great cities to the outlying villages and hamlets of 
Elizabethan England! With what excitement the people 
gathered round to examine his enticing wares ! 

Today, the fun has not been entirely eliminated from the 
mundane business of shopping. There are always plenty of 
attractive articles to ¢ateh your eye when you wander 
round the display counters at any W. H. Smith &. Sen 
bookshop. That. is why se many people have grown 
accustomed to this easy-going methed of doing theix 
shopping. 


Mt-dSmith Edo 
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Britain’s Trade Pattern 


AST Saturday, at the closing session of the International 
Trade Conference at Geneva, Mr Harold Wilson, Secretary 
for Overseas Trade, gave a realistic estimate of the future trend 
of British trade policy now that all hope of proceeding rapidly 
towards full convertibility of sterling and non-discriminating 
multilateral trade has been shattered. The British Government 
will find it “ necessary and desirable” to have even closer co- 
operation with the other countries of the Commonwealth, and 
it will have to use methods “in the intervening months and 
years” which might appear opposed to the principles of the 
draft Charter of the International Trade Organisation. A 
Britain destitute of dollars has no option but to proceed by 
non-convertibility and discriminating trade in the immediate 
future and to secure such supplies as are available in, and will 
be willingly supplied by, countries in the new sterling orbit. 

At this moment, countries of the Commonwealth and also 
the South American republics (technically outside the sterling 
area, but bound nevertheless by long-standing trade relation- 
ships with Britain) are revising their trade strategy. It is not 
the purpose of this article to forecast what they are likely to 








TasLe I—ImporTs INTO THE United Kincpom 
(£'000) 





-_--—_— 


= Jan. | Principal Sources, Six Months, 1947 

Half | 4 
Yen 4 { oan June, re { { 
1946 1947 | U.S.A. | Can. 























y , ™ 
Arg. Aust. | N.Z. | S. Af 








| : j | : i 
Food... oor) 203,416, 272, 357, 374, 607, 57,694 67,315, 40,609, 19,134 34,787 4,361 
Of which: : ! 
Cereals ....... 37, 46, 014 71, 369 15,423, 45,830| 811 1,546 32) 
Animal Feeds , 5,71 523 7,4 207) ded J 6,1 og 
Meah .......; 45, 70,597) 69, 762; 2. 665, 11,745 24,624 7, 13 13,110) 


Dairy Produce | 40,007] 56,254, 59,879 17,237, 3,640 (420 8,084 21,029, 


. 


Raw Materials | | 185, an| 263,571 i344, 067 68,735) 30564 13,7 17, 9,957) 4,089 
Of which i j 


Cott caceet 14,790) sae 38,628 16,998... 4 ee 
Non-fer. metals | 28,577 21,271 40,611) 4.2301 9,581! , .... 4,153 |... | 506 
Oil and seeds .. | 15,251) 28,674) 48,144, 1,598. 99 ” 6,348) 12 406, 348 
Petroleum . 24.083 44.939 41,716 15,481) 3... 4 
Timber. ....:. 21,426, 18,107 26,811) 4,231) 11,511) WO... 
Tobatco...... 11,642) 30,436 24,81 Ww 2,655 .:. sai gs oi SA 
Wok. ...s4 ai 21,146 24,518... Ded 226, ne 7,346 2,436 
Manufactures . | 66,909 48,945 89,761, 22,743, 8,513 1,981) 404 176, 640 


Of which :— | i 





Machinery.... | 10,919. 6,316) 12,041) 8,54 ves e gerry 
Vehicles ...... 2,266 1,503 2416 8 878, ai } os one 
Others... 3829 14,896 n.54 16 9 5 1.224 388) 526 
Total .... | 459,754) 599,767 819, 958, 151,2 107,636 57,220, 38,159 45,351) 10,476 
i 


Norr.—Totals for individual countries are accurate ; the sub-totals show differences owing 
to lack of detailed trade figures. 


Tasie Il—Exports FRoM THE UnitED Krncpom 
(£'000) 


Halt Jan. Jan. Selected Destinations, Six Months, 1947 





Manufactures 





—— ee eee es 
Textiles incl} in . sa! S nih 2 
Machinery.... | 28,934 = 81336 911 1: 
Vehicles .: ; 71618 «68s 112) 5, 
Iron and steel " ‘ 
manufactures | 20,846 20 1,598) 
Cc over} 9140 E181 53 043) 
Elect. goods .. 6,805 95) 93 
Non-ferr, anfs,/ 6, 20 28. 
Cutlery, ete... 4,514 92 2, 06; 
Pottery, ete... | 4805): FAB) 1,598) 45 








THE ECONOMIST, August 39, 


notin. 


do, but rather to indicate the trading framework within wis 
their decisions, and Britain’s, have to be taken. For this 
purpose, a series of tables has been prepared showing the 
value and sources of Britain’s imports (Table 1), a similar table 
for exports from the United Kingdom (Table II), a statement 
of the balances of visible trade between Britain and the 
countries of the dollar, sterling and other currency areas ‘for 
the first six months of this year (Table IED), the pattern of 
imports to the countries with which Britain has a trading deficit 
(Table IV) and a parallel table showing the pattern of 

of Britain’s principal suppliers (Table V). This is a formidable 
statistical exercise, but it is no more than is needed for making 
a realistic estimate of Britain’s future trade. 

Table I shows in detail the all too familiar story of Britain's 
recent dependence upon the hard currency area (which has in 
cluded Argentina during the first six and a half months ~ 
year) for foodstuffs, raw materials and manufactures. © 
great bulk of the cereals, over half of the meat, and one-third of 
the dairy produce imported into Britain came from the United 
States, Canada and ners. wren the first six months of 





TasBLe ITI—U.K. Vistnrte TrapeE BALANCES 
January-June, 1947 (¢ Million) 


“oe 












Trading aR pal 
Hard Currency Areas po (+), Other Areas : sor +) 
__ | Deficit (—) i Sark Pe eh Re Deficit i 
U.S: Dollar Area............ | —J38-7 | British Sterling Area....... i 144 
Of which :— Of which :— | 
it eee —I117> Australia. .... — 78) 
ae . = I4- New Zealand. — 28-4 
St. Domingo. . - : South Africa.. + 4-7 
Others 0 isaas + Tetla i. ceee + 5-2 
— Others... — 18-3 
Canada and Newfoundland,... | — 89-1 
Argenting an ioe kn0 ts deh 00 eos a — 42-2 Non-British hm Stesting + 10-6 
Brerlh sige Lean Vee sc nce — 34 which : : 
Other Latin America......... -— 43 Egypt§ 3 90un 
Swed 5G CS. oxen. Chee — O06 TIA ckstasese 
SwiteQl «55. «isshane. awe + 4-7 
Portugal and Colonies........ + 37 European Countries and their 
colonies (not incl. elsewhere) | + 34 
Rest of World ...........+. + 1 
Total Deficit |__— 269 9 AS ____ Total Surplus + 
otal Deficit ........ —269:9 | Total Surplus ....... : 
“"§ Egypt left the Sterling Area in July, as a result of the 1 SUP ae 
accumulated balances. : 


TOTAL DEFICIT, ALL AREAS {269-0 MILLION. 


TasLe 1V—Imports or Leapinc CountTRIES, WITH Export SuRPLUS 
__ TO Britatn—1946 











= | 3 
a | * 5 
i; ~ S 
| < 
} } i 
oe oe | Sere 1 
Canada ...... | Mn. $ 201 20 
Argentina .... Mn. ae 
Pesos 
New Rote 1h 000 | 34,195 ms 4,656. 2,1) 1, 
Australia* . "000 "$a 6 968, 3,16 10,041} 41,749\¢ 36,042 15 


(a) $ wa. aa Te : ia South, Africa. 1st Japan 110. 


Mexico 15, Brazil 14. (c) Mn. i pees Brazil 338, Sweden 136, Siteceland 95 95, a 
Beloum 64, Mealy 5% {d) £000's Ceylon 1,462, Fiji 1,258, Peru 886, (e) £000’s Iran 


Park V—Exports or LEADING SuppLreRS TO U.K. 1946 
Percentage Distribution) 


3 
2 
4 
7 
4 
5 






et Filia Neer iat nating naan ss 














| 


~~ = 
a) 
ha 


_ 


ES GE tue | | 






VeaiaWeek Seek weh eee OO 


FHE ECONOMIST, August 30, 1947 


this year; among raw materials, nearly half of the cotton, 
a third of the non-ferrous metals, over a third of thie petroleum, 
three-fifths of the timber, and four-fifths of the tobacco, though 
scarcely any of the wool ; and thrée-quarters of the machinéty 
and vehicles came from ‘the same group. 
general degree of British dependence on the dollar area for 
food, raw materials and manufactures is less marked. But, for 
the critical supplies of food and raw materials of which detailed 
figures are given, the degree of dependence upon the dollar 
area during the first six months of this year was very high 
indeed. Any appreciable cut in these supplies on grounds of 
dollar shortage would have a serious reaction on rations and 
on supplies of essential raw materials to industry—save perhaps 
in a few special cases like tobacco and cotton, where stocks 
are sufficient to tide over the country for perhaps a year or so. 


The selection of principal British exports shown in Table II 
reveals the failure of British exports to make any adequate pro- 
gress towards filling the dollar gap. There is not one item among 
Britain’s leading manufactures for which American demand is 
predominant. This is no new discovery, but if British trade 
is in future to be redirected along the channels where British 
exports are acceptable, the consequences both for dollar exports 
and for British imports of essential foodstuffs and raw materials 
from the dollar countries should be obvious ; relief for Britain 
depends largely upon the decisions of other countries—upon 
the outcome of the Marshall proposals, and upon the limits 
within which Britain’s suppliers can force their trade into a strict 
sterling pattern, 

Before these possibilities are discussed in greater detail, 
attention must be drawn to Table III, which sets out the 
deficits and surpluses of Britain’s direct visible trade during 
the first six months of this year with the dollar and other hard 
currency countries, the principal sterling area countries and 
the rest of the world. Of the total visible deficit of £269 million 
for this period, more than half (£139 million) was represented 
by the dollar area deficit, and a slightly smaller total (£131 
million) by the deficits with Canada and Argentina. This again 
is a familiar and unhappy position. Britain’s deficit arises 
almost wholly in the Western Hemisphere, while trade with the 
sterling area is in rough balance (though even this is not entirely 
satisfactory if account is also taken of South Africa’s sales of gold 
bullion to this country). Table IV shows that the British dollar 
deficit in American trade cannot bé rectified by a major change 
in the sources of the United States imports, the great bulk 
of which come from South America, Canada and—to a much 
smaller extent—from India. Those who suggest that the dollar 
account can be squared by higher prices for rubber and tin 
delude themselves. Canada’s position in the dollar crisis is 
scarcely less difficult than Britain’s, for Canada is the textbook 
example of triangular trade—a heavy export surplus to Britain 
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is, in normal times, offset against a heavy import surplus of 
American manufactured goods, the third side of the triangle 
consisting of the sale of ,goods and services by the sterling 


) afea'to,the United States. ‘Argentina’ s dependence upon imports 
It is true that the 


from the United States is less exclusive—her imports are 
generalised more widely over several South American and 
European suppliers—but last year the value of imports of 
United States goods was more than twice that of imports 
of British goods. Even in the case of Australia, the latest avail- 
able figures show that imports from the United Kingdom were 
not far ahead of those from the United States and Canada. 

The primary demand for British exports, therefore, comes 
from countries in the Commonwealth, like New Zealand and 
Australia, whose export surpluses are normally sold in large 
part to this country. But as Table V shows, there are two 
special cases which will have a great influence on the future 
pattern of British trade. The first is Canada, to which this 
country is attached by long trade ties, and by the four-year 
wheat agreement. Canada will not wish to cut these ties ; 
nor, certainly, will Britain. But the dollar dilemma will remain 
for Canada so long as Britain cannot earn sufficient dollars to 
pay for the balance of Canada’s imports from the United States. 
It_may be possible for Canada to reduce the level of imports 
from the United States but the balance of the Canadian economy 
rests on adequate imports from the. United States, much of 
which Britain is in no position to replace, 

The second special case is that of Argentina. Here. the 
picture is different, for Britain is the largest. single importer 
of Argentine produce, and if Argentina were to attempt to 
divert these shipments into the American market, it would 
be faced by the necessity to make a great sacrifice in_ prices. 
It may be that Argentina will preserve the present export 
outlets to Britain at prices already agreed, rather than face the 
risk of a permanent rupture of trade relations with Britain and 
the hazards of finding new markets for the bulk of its produce. 

These, at any rate, are some of the calculations which the 
suspension of convertibility last week. entails. Time will be 
needed before the answers are clear, but it is perhaps significant 
that so far no supplier to Britain has suggested the possibility 
of suspending shipments. The impression is gaining ground 
that Argentina, short both of dollars and sterling, will maintain 
the agreed meat exports to Britain, though it is well to remember 
that economic policy in Argentina is.capable of almost over- 
night changes. Some solution has yet to be found to meet the 
peculiar difficulties of Canada—for in this case rigid bilateralism 
clearly will not work. As for the other countries, the figures 
here presented indicate future trading possibilities rather than 
solutions. Perhaps the one consoling thought, in examining 
them, is that trade relationships are often based on something 
wider than statistical necessity. 
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World Rayon Outlook 


AYON is an outstanding example of the ersatz become 
R staple. A decade or so ago, it was still compelled to 
masquerade under the misnomer “ artificial silk.” Now it is 
a synthetic textile fibre in its own right. Its position has been 
consolidated during the war, when old uses were extended and 
new ones developed. But the war also brought some important 
changes in the leading producers and consumers of rayon, the 
importance of which can be measured from figures given in the 
annual review of the industry by the American publication Rayon 
Organon, from which the data in the tables below are drawn. 
Table I shows the expansion in rayon production by all processes 
from 1930 to 1946. World output jumped from 458 million Ib. 
in 1930 to 2,254 million lb, in 1939. Production then went on 
to achieve an all-time peak of 2,825 million lb. in 1941, but 
fell to 1,416 million Ib. in 1945 and recovered part of the way 
by 1946 to 1,672 million lb. The fall in the middle years of 
the war was mainly due to reduced production in Europe and 
in Japan. Table II shows the effect of the war on the output 
of individual countries. As would be expected, ex-enemy states 
have suffered a drastic cut in their production. But the 
outstanding feature of the war years has been the astonishing 
and uninterrupted expansion in the rayon output of the United 
States from 287 million Ib. in 1938 to 854 million Ib. in 1946. 
Last year the United States produced over 50 per cent. of the 
world’s total output. 


The fall in world production between 1942 and 1945 was 
particularly severe in the case of staple fibre, because Germany, 
Japan and Italy, each of which had built up a large rayon 
industry before the war, were forced to reduce production in the 
later war years. This gap has not been filled by other 
producers, though the United States emerged in 1946 as the 
world’s largest staple fibre producer with an output of 176 
million Ib., representing one-fifth of its rayon production. The 
United States is followed a long way behind by Germany with 
89 million Ib, and by this country with 71 million lb. It is not 
generally realised that, despite the major contraction in staple 
fibre production by 1946, Germany dropped only from first to 
second place among the world’s producers. Figures for small 
rayon producing countries are given in Table III. 


Although world production of rayon in 1946 was well below 
the 1941 level, this is likely to be only a temporary setback 
and output had already recovered noticeably by the end of last 
year from the low point of 1945. The level of production 
achieved over the next few years must depend on three factors: 
the level of world consumption ; the adjustment of ‘capacity to 
meet demand ; and the availability of labour and raw materials. 


Consumption of. rayon per head.of population for a selection 
of countries is shown ‘in Table IV. Prewar figures for ex- 
enemy states are much higher than those of other countries, 
but they are an uncertain guide to possible levels of demand, 
since the, rayon industry was artificially ‘stimulated in those 
countries to reduce their dependence upon imported natural 
fibres. Similarly, their levels of consumption in 1946 were also 
_probably affected by the special consideration that the natural 
fibres, like cotton and wool, were unobtainable. The gains 
which rayon has scored'in ex-enemy states since the end of 
‘hostilities may prove temporary and will be lost during the 
_ next year or two, if the world’s wool and cotton industries 
(including those of Germany, Italy and Japan themselves) can 
increase their production. The longer term prospect that rayon 
may continue to gain at the expense of wool, cotton and silk 


is more difficult to assess, but three factors at least are working 
in favour of rayon. First, the world price of staple fibre is 
below cotton and wool—a vital consideration in markets 
cheapness is of paramount importance. Secondly, rayon, is 
offering increasing competition to cotton, in industrial Uses, « 
its own technical merits. The coarser deniers of filament ; 

for example, are now competing successfully with cotton in ¢ 
manufacture ; it follows that the demand for rayon is so 

the less dependent than it was before the war on the whit 
of fashion in consumer goods. The high level of consumption 
per head in the United States, where filament rayon has made 


most progress as a component in tyre manufacture, ire 






that there should be scope enough for expanded consumy 

in other countries. Thirdly, assuming that there is no fall 
in post-war incomes, consumers will look to rayon piece-goods, 
soft-goods and suitings for the long-promised, and long-deferred, 
gaiety and freshness in dress ; indeed, the figures of American 
consumption in Table IV suggest that an expansion in | 
output well beyond the peak wartime level may ultimately be 
required. Staple fibre is, of course, interwoven extensively with 
cotton and wool into mixed fabrics. To some extent, therefore, 
the demand for rayon is complementary to, as well as cor 
tive with, the demand for natural fibres. 


* 


World capacity is now expanding to take advantage of the 
anticipated increase in world demand, In 1939, there were 26 
countries producing rayon. When current plans are put into 
operation, this number will have increased to 37. But 
the large-scale producers, a key position is held by the United 
States, where capacity is expected to expand to an annual rate 
of 1,120 million Ib. by 1948, of which 300 million lb. will be 
for staple fibre. Already, the United States is producing suffi- 
cient staple fibre for its present needs. Such indications suggest 
that the American staple fibre market is now virtually lost. to 
exporters, chief among which before the war was Britain, 


World capacity is destined to expand. beyond the levels d 
1938, but will sufficient labour and raw materials be available 
to use it to the full? Labour presents no great problem, at 
least for countries which have some degree of industrialisation. 
Capital investment per operative employed is high in the rayon 
industry and it requires mainly semi-skilled and some unskilled 
labour—a fact which the Japanese were able to turn to advantage 
before the war. As for raw materials, rayon is made from 
cellulose which is obtained from wood pulp and refined cotton 
linters. In America, about 78 per cent. of the total cellulose 
used in the viscose process is derived from wood pulp, but only 
63 pet cent in the acetate process. Price relationships, however, 
favour the increased use of pulp. Regular tenacity viscose pulp 
(which is the kind used in ordinary rayon manufacture 
opposed to the high tenacity qualities needed in rayon for 
yarn) costs about 7 cents a Ib, in the United States at p 
compared with about 4 cents 4 Ib. before the war. On 
other hand, refined cotton linter pulp now costs as much 4 
21 cents compared with 6 cents a Ib. before the war. On i 
evidence of existing Prices, therefore, a continued effort t 
expand world rayon output is likely to exert pressure on 
wood pulp supplies at a time when’ increased demands may 
be expected from ‘the plastics ‘industry, ©" 









A series of good cotton crops in America would increase "- 


supply of cotton linters, but the price is s unlikely to fall 
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enough, nor would linters be available in sufficient quantities 
from other cotton growing areas, to encourage a transfer. from 
wood pulp to linters as the main source,-of- oss 
event of a wood pulp shortage. Rayon cany of course, bid for 
pulp against the newsprint and paper industries, but the price 
Pnich would have to be paid would react most unfavourably 
on rayon production costs—especially in the case of staple fibre. 


In 1937, about one million tons of wood pulp were consumed 
by the rayon industry when world production was 1,831 million 
lb. In 1946, rayon. production had recovered only to 1,672 mil- 
ion Ib., so that, even allowing for a growing proportion of wood 
pulp being used, world demand is probably less than the one 
million tons level. Before the war, the main pulp producers 
were the United States, Sweden, Germany, Canada and Finland. 
Between 1937 and 1946, production of. dissolving wood pulp 
(which is the variety of wood pulp used in rayon manufacture) 
in the United States dropped slightly, but the industry’s capacity 
js adequate to achieve prewar levels of production if prices 
are favourable. The same is true of Canada. Capacity in 
Sweden was three times as high in 1946 as in 1937, but pro- 
duction was lagging behind capacity over the years 1937 to 
1942—the latest years for which figures are available—owing 
to the need to use timber for fuel instead of imported coal. 
German sources of cellulose, such as hardwood on. which con- 
siderable research work was done during the war, will probably 
be required for housing rather than for cellulose manufacture, 
and should Germany be allowed to expand its rayon industry 
to near prewar levels it would probably even become a net 
importer of raw materials for cellulose. Subject to a most 
important qualification, there seems no likelihood of a critical 
world shortage in rayon material supplies at least until the 
present expansion programme in the United States is completed 
and the future level of operation of the rayon industries in 
ex-enemy territories is known with greater certainty. The 
qualification is briefly stated: those countries which are mainly 
dependent on imports of raw materials—such as Britain and 
France—will have to pay for their cellulose supplies either 
with scarce dollars ory in the case of Scandinavian supplies, by 
exporting coal or capital equipment at a time when there are 
many other claimants for the limited amounts available. 





* 


This country is among the world’s important rayon producers, 
and imports of material for cellulose and rayon exports are 
an important factor in British overseas trade. Rayon pro- 
duction has recovered strikingly from the concentration period 
during the war, and it rode out the fuel crisis with more success 
than any other textile industry. Production in June was 16.8 
million lb.—the second highest monthly figure ever achieved, 
The industry has laid its plans for an expansion. programme 
costing some £50 million. Production, however, has been 
hampered by a shortage of labour, raw materials and fuel. The 
industry has to be given full credit for its production record and 
its bold expansion plans and its well earned reputation for 
technical efficiency: The rayon industry has an imporant role 
to play in the British export drive, but increased competition 
must obviously be expected from other countries as soon as their 
Capacity has been expanded or, in some cases, brought back 
into production, . So far,. British rayon ptices have been lower 
than those of most of the: competitors, but it has not: been 
Possible to take full export advantage of this creditable fact 
owing to the limitations upon prodtictiofi arising from coal ‘and 
Taw material shortages, and also owing to the needs of the 
home market... Those. export markets, which , have expanded, 
noticeably in filament. rayon, have been mainly in Empire 
Countries, rather: ‘than: in the hard currency areas. The real 
test of British ‘Cott n in ‘world markets ‘has still to come. 
Italy has already become once more an important filament rayon 
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producer. It is not known yet how much capacity Germany 
and Japan, will be allowed to restore to production. But their 
Teturnto the werld market can only be a question of time. 
The United States ‘market will offer little scope for competitive 
imports in a few years, when the projected expansion pro- 





TaBLe I.—Wortp RAYON PRODUCTION COMPARED WITH 
CoTTON AND WooL 
(mn. Ib.) 





* Includes small quantities produced by the ctiprammonium and nitro-cellulose processes. 
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grammes are complete. By the “fifties, much of the world will 
still be poorly clad, and rayon will play a full part in satisfying 
pene aS YM TAT, SON ICRI IS IA 
contested by the various large producers, and also by 

reviving strength of the ‘other. textile fibres. a ee 
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Business Notes 


Investing in the Closed Economy 


Alone in the market, gilt-edged stocks have put a good face 
on this week’s instalment of crisis news. The two “irredeem- 
ables,” Old Consols and 24 per cent Treasury Stock, have 
recovered further to 86}, and have thus progressed well clear of 
the 3 per cent yield datum to which—indeed, below which—they 
were beaten down as recently as a fortnight ago. The coincidence 
of the break in gilt-edged prices and the recovery of the last ten 
days with the beginning of formal convertibility of sterling on 
July 15th, and its suspension on August 2Ist, has attracted much 
attention. Some observers have inferred that the break was due 
less to “ sentiment,” as Mr Dalton would have it, than to foreign 
selling. It was, of course, invariably the foreign seller who was 
responsible for depressing gilt-edged prices in the days of free 
exchanges—and, of course, the patriotic British purchaser who 
put them up again. So, at least, market gossip usually had it 
before the war. But something more than gossip is needed to 
justify the view that foreign selling accounted for the major part 
of the recent reaction in prices. Whatever may have happened 
in the short bonds (where special factors prevailed, which are dis- 
cussed in a later Note), the long-dated issues can hardly have 
been affected. 

Meanwhile, the delay which buyers are now experiencing in 
getting delivery of gilt-edged stocks suggests that the size of the 
professional bear account was bigger than was at first thought. 
Now that recovery is in train, the closed economy argument is 
again being aired to justify the rise in gilt-edged prices. Infla- 
tionary surpluses are bound, so it runs, to find their way eventnally 
into the gilt-edged market, because there is no other avenue of 
useful escape. The argument assumes that inflationary pressure 
will continue to increase ; some of its supporters even contemplate 
a further bout of active credit creation on the lines of twelve 
months ago. But at this stage when the need for a disinflationary 
policy is universally conceded (except perhaps by the Chancellor 
himself), both assumptions look even more dubious than they did, 
say, three months ago. In any event, the effect of inflationary 
pressures ought to be seen more directly in the industrial market. 
But there a general atmosphere of deflationary gloom prevails, 
with the Financial Times industrial share index touching new low 
levels almost daily—it reached 112.6 on Wednesday. 

Investors are now convinced that the coming winter will 
provide plenty of examples of specific deflation at particular points 
of industry, no matter what may happen to industrial prospects 
generally, or to the favoured priority groups, like steel] end textiles. 
It needed the suspension of the basic petrol ration to have a sig- 
nificant effect on motor share prices, although their prospects, 
looking a year ahead, were already rather unsettled. The rot in 
shipping shares, on the other hand, seems to be based on the 
idea that international trade is likely to come to a virtual stand- 
still, despite the evidence of current demand for freight space. 
Among the “money stocks,” home. rails are trying to recover in 
line with gilt-edzed ; Argentine issues (discussed in detail in a 
later Note) are trying, at the moment, to take a more hopeful view 
of the completion of the purchase agreement ; but coal shares, 
which are “ money shares” at second remove, until the compen- 
sation is finally allocated to individual. «companies; remain 
depressed. Few market observers would say that equities as a 
whole have fallen too far, having regard to the bleak economic 
outlook. Bur it seems likely that particular groups have suffered 
more than their due in the reaction, 


* * * 


The New Exchange Structure 


So far as can be judged—and there is only’ ‘scanty evidence 
from which to draw conclusions—the reactions abroad to Britain’s 
withdrawal of dollar-convertibility from sterling have been more 
restrained than there seemed reason to fear. The situation is so 
complex that it would be unrealistic to suppose that overseas 
authorities already fully grasp. the implications, but the absence 
of any explosive reaction at the outset holds fair promise that the 
problems will now be deliberately studied on their merits ; and 
Btitain could ask no more thaa that. Meanwhile, in in London, 
a situation which the authorities describe as’ “fluid” is in the 
Gity regarded as highly confused... aah “ene is roam 
distinction between the two definitions, OO ne 
of the bewildering Payments Order a SR R. & No. an 


the policy-makers and their draftsmen presumably | 
advantage over private financial circles and journalists wi 
been left without guidance. 

Some of the broader technical consequences are, howey: 
becoming apparent, From statements made at the outse | 
week (when the formal documents were not available to prowic 
a crosscheck) it appeared that the range of restraint upon 
vertibility of non-resident holdings of sterling into dollars y 
narrower than js the fact. Except for the sterling on Am 
and Canadian Accounts, all non-resident sterling which fo 
was fully convertible is treated similarly, regardless of its ori 
ownership, and is deprived of its automatic right of transfer 
to the US dollar area or Canada. This restriction applies ¢ 
to such sterling accumulated before the Chancellor’s anno 
ment as to new accumulations. There is, therefore, no distingy 
(such as was drawn in The Economist last week) between trans 
ferable sterling accruing from releases of old balances specificy 
conceded under the recent bilateral agreements and tran 
sterling accruing from either old or new current transactions, 

To this extent, last week’s comment on the technical 
of sterling was rather more cautious than it need have 
principle, the effect of the arrangements is to ensure that 10 | 
of the sterling balances accumulated by non-resident ho 
countries outside the sterling area), and already subject oa 
ing agreements, can impose a direct strain upon Britain’s remain- 
ing dollar resources. Provided that the system works sh a 


‘a8 


the blocked portions are not available for transfer at all 
“released” portions (in common with newly-ac 

“ current” sterling) cannot be used for payments to the US dollar 
area or Canada or (with certain exceptions) to non-sterling coun- 
tries with which no specific transferability arrangements had been 
made. In the absence of leakage or abuse, the only strain whic, 
such releases can now impose arises from the possibility that th 
funds may be used to buy sterling area goods which might 
wise have earned dollars or discharged adverse balances cls 
The drain from “unrequited” exports has not been wholly 
stopped. But there is some reason to believe that a high ae 
tion of the non-resident funds arising from agreed rel 
already disappeared, through the final rush to secure dollars befor 
the door was closed. 7 

* * _f ate 

Sterling Area Now — 


It therefore seems that the principal source of danget to the 
residual reserve—apart, of course, from Britain’s own yawning 
gap—now arises from the sterling area, for here there are m0 
such formal. safeguards as have been. introduced against hg? 
drawals by non-sterling countries. Technically, the position of 
the sterling area is unaffected by the changes ann 
week. The overseas monetary authorities retain the a 
of autonomy as they have enjoyed all along ; the central 
is regarded as the reserve of the whole system ; and if they th 
fit to sanction payments to the dollar area, the "Exchange 
and its agents here ace bound to se* that they are duly h 
In the technical sense, the only basic distinction, compared Wi 
the position existing a few weeks ago, is that most of the 


lated balances have been blocked, either by specific arrangemen — 


(as with India) or informally ; but specifically agreed release 
are technically sull available. 

In practice, however, the British authorities are not so depeident 
lipon the good husbandry of the overseas authorities as this it- 
formal arrangement might seem to imply. All members of the 
sterling area have been told plainly that they must exercise the 
greatest possible restraint, and it would be surprising if. 
which have lately been granted specific releases have not § 
been warned thar these cannot be treated as automatically 
able. Britain, quite apart from its own desperate needs, ‘has # 
duty to ensure that no member of the Groupencies sae 
a fair share of the exiguous reserve which must suffice, 

This week's omens seem to promise.a high degree of very. 
co-operation, but. if any member shows signs of abusing the tf 
which thé vapteaate demands, the British ead 
relied upon to bring strong pressure to bear, wi 

excluding the member from the sterling area.” In most instances 
that would mean the. freezing of, virally .the whole extem 


reserves, of the. co Or 
porehey of this drastic sanction does little, however, ? 
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relieve the acute difficulty of the whole situation. In some cases, 
the possibility of undue strain may arise from the sheer adminis- 
trative complexity of the.problem which confronts the exchange 
authorities overseas, some of whom have little experience in 
sifting applications. Leakages arising from such considerations 
would certainly justify London in taking matters into its own 
hands. But dollar demands arising from import requirements 
upon the essentiality of which there is room for honest differences 
of opinion pose an entirely different problem. In principle, this 
js a case for fair shares between all members of the group, but 
the test when the resources are so slender is not how much 
more each should get but how large a cut each can stand. On 
what principles should, say, India’s standard of living be com- 
pared with that in Australia or Britain? It is a forbidding 
problem—even assuming that all parties are equally determined 
in their drive for economy. 


* *« 7 


No Agreement on Miners’ Hours 


Protracted negotiations on Thursday of last week between the 
Government, the Coal Board and the National Union of Mine- 
workers on extra work in the mines to increase coal output, 
met with a complete impasse. The Coal Board have not felt 
justified in accepting the miners’ proposal for Saturday work at 
overtime rates at a time when the conditions on which the five- 
day week was granted, especially the undertaking to reduce 
voluntary absenteeism, have still to be implemented, On the 
other hand, the miners consider that working an extra half-hour 
a day represents the abandonment of the principle of the five-day 
week, since it would extract from them more work a day, at normal 
rates, than was contemplated when the five-day week was con- 
ceded, and that in any case extra Saturday working would produce 
more coal than could be won by re-organising stints to take 
advantage of the extra half-hour a day. 

The key to this problem, as indeed to most aspects of coal 
production, is the reduction of voluntary absenteeism. If that 
could be achieved, the miners’ claim for a sacrosanct five-day 
week would have more justification and the Coal Board’s argu- 
ments against Saturday working would carry less force. Absen- 
teeism can be reduced only by a shrewd mixture of incentives, 


rations automatically available to all miners and many other con- 
sumers in mining districts ? 


until they undertook new contracts of service, which include 
the working of a longer coal face—a step which received the 
immediate approval of Mr Will Lawther but was received with 
disapproval by a group of Doncaster miners, who have struck 
in sympathy w:th the Grimethorpe men. Meanwhile, trouble 
has flared up again between the National Union of Mineworkers 
and the Clerical and Administrative Workers’ Union. It now 
seems likely that the clerks’ union will raise the question whether 
it is to be eligible to negotiate terms of employment for its 
members with the Coal Board, independently of the NUM, at 
the Trades Union Congress which opened at Southport this week. 
Meanwhile, the country’s urgent coal requirements will go unmet 
while the Coal Board and the NUM once more take up their 
bargaining positions and until the mineworkers show greater 
resolution in putting their domestic affairs in order. 


* x * 


Higher Coal Prices 


With the consent of the Minister of Fuel and Power, the 
National Coal Board has decided to increase the pithead price of 
deep-mined coal by 4s. a ton from September 1st. Corresponding 
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increases in manufactured fuel, and in open-cast coal produced 
by the Ministry of Fuel and Power, will also be made. And 
further increases in prices will be necessary a month later, when 
the increase in rallway freight rates, which involves an increase 
in the average rate for coal class traffic of 1s. 9d. per ton, takes 
effect. Mr Shinwell might well chserve, as he did a fortnight 
ago, that “ profit making in the mining industry has disappeared.” 

The Board is currently operating at a loss of 3s. 3d. per ton; 
including the cost of coal imports from the United States and 
Poland, this loss is increased to 3s. 9d. per ton. The chief item 
contributing to increased costs is, of course, the rise in wages 
following the introduction of the five-day week. The Board’s 
financial statement puts the increased cost resulting from the five- 
day week, “after taking credit for improvements in output per 
manshift,” at 2s. 6d. per ton. The gross cost cannot be 
“accurately assessed,” but it is substantially more than the net 
cost of 2s. 6d. per ton, and the latter will only be further reduced 
when restrictions on output are eliminated and new recruits to 
the industry become fully productive. But the statement imme- 
diately adds that the price increase of 4s. includes no allowance 
for “the increasing effect of adverse factors not fully reflected in 
present results,” or for any allocation to reserve, or for losses 
carried forward from the period May to August, which were only 
partially offset by profits for the period January to April. 

A statement of the Board’s profit and loss for the first quarter 
ot this year will be published during the next few weeks. Mean- 
while, it is instructive te compar: the Board’s present position 
with that of the coal industry under private ownership last year, 
when profits prepared for wages ascertainments amounted to 2s. 9d. 
per ton. The Board has to provide for depreciation (8d. per ton) 
and for interim income to colliery owners until compensation is 
paid (1s. §d.), and it is obtaining profits equivalent to 4d. a ton 
from ancillary undertakings. These items make a net adjustment 
of 1s. 9d. to be deducted from the ascertained profit, leaving a 
net surplus of 1s., on a comparable basis between the two periods. 
Wages now cost 2s. 6d. pe: ton more ; other payments like holi- 
days and welfare, 7d.; staff superannuation, 4d. ; scientific re- 
search, education and training, 2d.;. other additional costs, in- 
cluding national insurance, staff compensation, etc., 3d. ; new staff, 
rd. ; timber stores, etc., 4d. These increases total 4s. 3d. per ton, 
leaving a current loss, before including the cost of imported coal, 
of 3s. 3d. per ton. 

*x 


Clearly, this is not the end of the increases in coal prices, 
which have raised the pit-head price by 23s. 5d. a ton since 1939. 
The effect on the level of British industrial costs needs no em- 
phasis. In conjunction with the rise in freight rates, ir is likely 
10 lead to an increase in steel prices in the relatively near future ; 
gas and electricity will cost more; and industry generally will 
suffer by higher prices for fuel and intermediate products. And 
consumers will note that she Nat‘onal Coal Board in its refer.2zaces 
to the future has no single note of encouragement to offer. 


*x * s 


See-Saw in Argentine Rails 
Argentine rail stocks remain a tender market. Last week-end 


3 hopes were buoyed up by the report that General Perén had 


stated categorically that the purchase would go through—it had 
been approved by the High Court in London on August 21st— 
but a more careful reading of his words showed that he was 
referring only incidentally, and then in the past tense, to the 
agreement, The truth is that the market this. week has been 
operating in the dark—which is no new situation for the few 
jobbers who now remain in it. In form, the Argentine authorities 
should now, within thirty days of the Court’s sanction, proceed to 
complete the transaction, But in their anxiety to safeguard 
their dollar requirements for the rest of this year, they seem to 
nave lost sight of the fact that they would be short of sterling. 
If, as is suggested, Argentina’s accruing sterling has been promptly 
converted, its problem is to find the balance of £35 million to 
supplement the sterling balances of {£115 million, so that the 
purchase price of £150 million can be met in full. 

Even after the slight recovery in prices which is shown in the 
accompanying table, it is obvious that holders are taking a cautious 
view about the implementing of the agreement. Discounts ranging 
between 10 per cent on the senior stocks to 20 per cent on the 
juniors suggest that investors are counting on the immediate 
completion of the agreement are not even certain that it is 
Buenos Aires for discussions with the Argentine authorities may 
clear up these doubts. They turn partly on internal Argentine poli- 
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tics, and perhaps also on the legal construction of the p 
agreement. Is this an integral part of the monetary a 
which Britain has now abrogated in the all-important m: 
convertibility ? Or is it a totally different settlement to the jg 


ARGENTINE RAILWAY STOCKS 
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company proposals for the railways which that agreement com 
templated, and therefore unaffected by changes in the agreement 
itself 2? Wul the lapse of convertibility provide an argument for 
the Argentine Government to try to secure a reduction in the 
purchase price ? Will the current shortage of sterling from which 
Argentina now suffers mean a delay in completion of the contract 
until balances have been built up ? Will the desirability of taking 
over the railways for political reasons be coupled with 5 
economic compulsions to retain the British market for Argentine 
meat, even though satisfaction of the agreement will mean export 
ing four months’ supplies “for nothing” in order to find the 
balance of che money ? 
There are questions enough, and few answers. But the fact 
that no official denunciation of Britain’s action last week has come 
from Buenos Aires is, in its negative way, a pointer of a sort, 
Present indications, such as they are, suggest that the general 
framework of the agreement is securt. There might be delay in 
completion, though it should not be difficult for Argentina @ 
secure temporary finance in London for this purpose, granted the 
present pattern of her trade with Britain. But any attempt t 
reopen the bargain with the idea of getting the railways ata 
cheaper price would certainly have more serious consequences, 
particularly for the junior stockholders. That possibility may be 
remote, but at least the market has recognised it. A 


it 


* * a 


Short Bond Problems i 


Among the technical consequences of the convertibility 
crisis and its antecedents, one that has been overlooked is the 
impact upon the short bond and money markets, in which an 
interesting position has arisen. Upon the former, the direct 
effects are difficult to trace and may not, indeed, have been pat- 
ticularly large. The theory that overseas selling, for “ converti- 
bility” purposes, was largely to blame for the crack in the 
gilt-edged market may conceivably be valid, but is certainly hard 
to substantiate. There is fairly general agreement that the 
weakness originated in the shortest bonds and that at times 
even of major movements the reactions in the longer dated stocks 
were mainly sympathetic. As for experience in the shorts, all 
that is definitely known is that on several days in July there was 
substantial but rather localised selling, which may or may not 
have reflected overseas operations at one or more remove. T. 
sales were particularly concentrated upon the 2} per cent National 
War Bonds, 1949-51, but extended also to the 1951-53 and 1952-54 
issues. During the final stages of the weakness, in mid-August, 
the volume of selling was both smaller and less concentrated, but 
came upon a market which was almost devoid of support. ' 

In the short loan market, however, the effects of the movement _ 
of overseas balances are more readily discernible, and may have — 
had some secondary repercussions on the bond position. 
some months before the convertibility crisis, the discount 
had been experiencing a particularly large turnover of money, — 
attributable especially to large movements of funds from the — 
“ outside ” circle of banks to the inner ring of clearing banks and 
also, at times, to the authorities. There were, of course, also 
reverse movements, but over the period the net result was [0 — 
reduce the volume of money available to the market { 
“outside” banks—the funds of many of which reflect 
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lations of overseas sterling balances—and to increase the volume 
of call money obtained from the clearing banks. 

It would be wrong, however, to attribute these changes wholly, 
or perhaps even mainly, to convertibility. Certain sterling balances 
were being depleted by sterling payments for exports—the 
“unrequited” exports—and in other cases reductions were 
attributable to purely special operations, such as the gifts from 
Australia and New Zealand to the Imperial Exchequer. In the 
latest stages, h6wever, the reduction became more noticeable and 
certainly was attributable to the withdrawal of funds from the 
market for the purpose of conversion into dollars. In parenthesis, 
jt may be noted that the immediate effect of such transfers is to 
reduce the supply of outside money without increasing the supply 
of clearing bank money, since the funds are paid away to the 
authorities, who would naturally employ them for the reduction 
of borrowings from the banking system on Treasury deposit 


receipts or bills. 
‘ * * * 


« Bill’? and “ Bond ’’ Money 


The technical consequences of these changes has been a dis- 
turbance in the equilibrium between the discount market’s “ bill ” 
money and “bond” money. In the past, the habit of the 
discount houses has been to finance a high proportion of its bill 
portfolio by money borrowed from the clearing banks, and almost 
the whole of its bond portfolio by money borrowed “ outside.” 
This situation arose from the fact that “outside” money is 
normally the marginal supply, and is always treated as such. In 
consequence, the outside lenders traditionally could not in general 
command a rate as high as the stereotyped rate charged by the 
clearing banks, and had less freedom in deciding whether to lend 
against bills or bonds. Since the Daltonian reduction in short 
money rates in October, 1945, the clearing banks’ rates have been 
4 per cent for loans against bills and 3 per cent against bonds, 
whereas the outside bond money rate has normally been } per cent. 

Recent events have disturbed this position in two distinct ways. 
On the one hand, the discount market, until its position became 
fully extended, absorbed the offerings of short bonds, so that 
its requirements for bond money were increased. On the other 
hand, the shiftings of foreign funds reduced the normal supply 
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of such money—the “outside” money. In recent weeks, the 
clearing banks have therefore been called upon to provide sub- 
stantial loans to the discount market against bond collateral. This 
is almost a novel situation ; ever since 1934 the clearing banks 
have quoted a differential rate for loans against bonds, but the 
facility had. never .been: substantially utilised. > 

The possibility that this sitwation might arise had long been 
foreseen, however, for it had never been supposed that the huge 
wartime accumulations of overseas balances would become a4 
permanent feature of the London market; while it was evident 
that the discount houses would be likely to remain large operators 
in bonds for so long as any substantial proportion of the national 
debt is held in short-dated form. But the shifting of the balance 
of forces in the short loan market occurred not only suddenly 
but in circumstances which, from the banks’ point of view, were 
unpropitious. They were called upon to lend more largely against 
bonds at the very time of pronounced weakness in gilt-edged, and 
especially in the “ shorts.” 


® x * 


New Problem for Banks 


It is perhaps not surprising, therefore, that this situation 
produced minor friction. A fortnight ago it was suggested in 
certain press comment that the discount market’s capacity to 
support gilt-edged—that is to perform its proper role as a shock- 
absorber for short bonds—was being circumscribed by inability 
to secure all the “ bond” money it needed. It is doubtful whether 
money limitations of this particular kind restricted the activities 
even of individual houses, but there certainly was no perceptible 
constraint upon the operations of the market as a whole. It is 
true, of course, that the discount market as a whole is no longer 
in a position to increase its bond portfolio, but this is because 
the ratio of its bonds to its capital resources had already reached 
—and, in some cases, may even have surpassed—the conventional 
limits, 

There remains, however, a technical problem to be solved if 
the market is to function with maximum flexibility. The clearing 
banks in general have not yet hammered out the principles upon 
which they should lend upon bonds. Some of them, realising the 
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novelty of the situation, are thinking on rational and 
Bur there is some reason to believe that others have been trying 
to legislate by past experience, and have been looking backwards 
to the days before the discount houses had a clear and 
acknowledged role in the short.bond market and when almost 
peroere business in bonds was made possible only by the 
‘ent of “mixing” them in parcels of bill collateral. But 
in those days there was no sort of assurance that the authorities 
would approve such operations if the question arose, whereas now, 
provided it has operated within prudent limits and has confined 
itself to bonds with less than five years’ life to final maturity, the 
discount market has the assurance that the authorities. will rane 
behind it. From this point of view, therefore, bank loans ag 
bonds are almost on all fours with those against bills. There i 
of course, the greater risk of depreciation, but the banks naturally 
safeguard themselves by exacting a fairly substantial margin of 


collateral. It would be useful, incidentally, if margin practice 
could be standardised, 


liberal lines. 


* * * 


« Staggering ’’ the Power Load 


This week’s warnings of possible power cuts—in the middle 
of an August heat wave and the holiday season—were due to 
generators being taken out of service for summer overhaul. But 
they lent particular point to last week’s announcements of the 
complicated arrangements which have been made to avoid the 
dislocation of industry by a repetition of last winter’s widespread 
power cuts. , 

Even with “ staggered ” hours*of work in the factories and the 
installation of diesel generators by firms to lessen their dependence 
on the “grid,” there is no hope of closing the gap between the 
potential maximum demand of 11 million kilowatts and total 
generating capacity of 9 million kilowatts. Efforts are now be- 
ing concentrated to ensurz that the cuts, when they are made, 
should be orderly and predictable. The arrangements made 
by the Ministry of Fuel and Power give each electricity under- 
taking a “quota” of maximum demand to which its load 
must be reduced on the instructions of the Central Electricity 
Board—thus providing some measure of central surveillance over 
the regional allocation of the grid’s total supplies. Within each 
area, those firms which cannot transfer a third of their demand 
for power from the morning peak periods to evening shifts, will 
be expected to submit to a rota of power cuts, which may take 
the form of the division of an area into five zones, each of which 
will be lable to have its power cut on a specified day each week. 
Should these cuts still be insufficient to reduce consumption, the 
rota system may be extended to all industries in the area, power 
being cut—on giving, say, twelve hours. notice—for industries 
which had already transferred a third of their load.to off-peak 
periods. Schemes on these lines have already been approved by 
the Ministry. Restrictions on space heating will not be imposed 
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this winter and, according to the. Ministry of Fuel and. Power, 
no compulsory restrictions are likely for domestic consumers. 
The authorities now have a formidable array of chosen instru- 
ments for imposing power cuts ; they include a statutory Order 
to enforce staggered hours, s supply targets. for electricity under- 
takings and a multiplicity of schemes and plans throughout indus- 
try for spreading the power load over a longer working day and 
ironing out the peaks. The complexity of this machinery is 
certainly a tribute to the intricacies of the problem. Each area 
has its industries which are unable to transfer a third. of their 
power consumption owing to technical difficulties or perhaps even 
to labour resistance in some cases. The success of ecouony 
measures accepted by industry may still be jeopardised by the 
thoughtlessness of domestic users linked to che same circuits. 


* ” * 
Golden Harvest 
After an astonishingly short growing season followed by t the 


easiest harvest for a generation, the general verdict on 
corn crops is favourable... Yields are much better than. was at first 


‘feared and the quality is good, Bur the European grain position 


generally looks far from healthy and the harvests promise to be 
even lighter, than earlier estimates suggested. The wheat yield in 
the Danube Basia has been poor, but to some extent this will 
be mitigated by the good maize crop. In Scandinavia and parts of 
Germany, the hot dry summer has. caused some. deterioration, 
whilst in Czechoslovakia the wheat harvest is expected to be only 
two-thirds of Jast year’s, and rye 80 per cent ; deficits of bread- 
grains and fodder have been estimated at 300,000 tons and 800,c00 
tons respectively. In Greece the production of all grains is re- 
ported to be 30 per cent below last year’s harvest and 40 per cent 
below the pre-war level; the wheat crop is expected to yield 
18.4 million bushels—a decline of 35 per cent on 1946. According 
to the latest FAO report, Europe, North Africa and Asia will 
require an import of 34-38 million tons of grain to cover basic 
needs in the coming season, 

Even in the major grain producing areas there are unpleasant 
indications. The Australian crops are growing well on a latger 
acreage, but the wheat area in Argentina has been reduced. The 
first official estimates from Canada give the current season’s wheat 
out-turn at 358.8 million bushels compared with 420.7 million 
bushels a year ago. Oats will be a small crop, and barley is also 
expected to yield less than in 1946. The latest forecast from 
the United States puts the wheat harvest at 1.4 billion bushels— 
another and even better bumper crop; last year’s record out- 
turn was 1.156 billion bushels. This quantity would be sufficient 
to. furnish 500 million bushels for.export,.which. it is understood 
has been set for the coming season. But there are indications 
that even if action is taken by the US Government the target is 
likely to be unfulfilled. The American maize crop is expected 
to yield only 2.3 billion bushels compared with 3.3 billion bushels 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports also coke in the Supplement; Arthur Guinness; Ropner Shipping; Suburban and Provincial Stores. 
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Is Australia your market? Sie kane ca 


for another is common 
to ali men. 





ADAM SMITH ™ 





te tet wel cele, Cercle “ethene ee ee ee “ee 


Do the people of Australia buy your products? Or do you oe 

buy theirs? Whichever is the case, the Commonwealth 1s 

: ip 

Bank of Australia is able to give you considerable assistance. WO great epoch-making inventions gave ¢ 4 
Guaranteed by the Commonwealth Government, the world-wide release to this propensity; 
‘ ; firstly, the invention of money as the means of 

Bank has 330 branches throughout Australia and New exchange; ond sebually, the Gibensaef ame 





Guinea; it has an unrivalled first-hand knowledge of banking to take safer care and make better use 


; ‘ ; a of money. 

Australian produce and Australian requirements ; it is, a ee ee 
therefore, unusually well equipped to facilitate trade with the growth of British internal and external 
between this country and the Commonwealth. The ee eee 
central and !ocal management 
Managers of the London branches welcome enquiries and its expert departmental 
services are called upon to 


give all possible support and 


Be eT TLRS aa aL eae = facilities to sound enterprise 


COMMONWEALTH BANK OF AUSTRALIA ! M ARTIN S B ANK 


8 Old Jewry, London, E.C.2. Australia House, Strand, London, W.C.2, 
LIMITED 


LIVERPOOL LONDON & BRANCHES 


from those whose interests lie in the Australian market. 










WRI LILIES. 
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_ AWORD FOR IMPORTS 


Atthe moment exports take precedence, 
but exports encourage imports and the 
latter will in time resume their rightful 
place in the Nation’s trading. Firms 
which hope to be associated with the 
coming expansion may call upon The 
Three Banks for advice. The Members 
of this Banking Group, whose com- 
= _ bined resources rank them sixth among 
the Banks of Great Britain, have 
extensive facilities and ‘the benefit of 
long and valuable experience to offer 
to. their customers. 
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Fresh fields for endeavour 





Because of their great importance in the economic life 
of the world, the Dominions of Australia and New Zealand _ 
afford many opportunities for commercial development 
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“ < and expansion. The British industrialist who contemplates 
= ROYAL BANK OF SCOTLAND a — , 
z, Z Founded 1727 Edinburgh, Londoné& Branch = establishing a branch or a business ‘ down under’ will find 
me GLYN, MILLS & Co. >| ready help at The Bank of Australasia, where an 
= a ea eeael Ss extensive fund of up-to-date commercial information and . 
4 . WILLIAMS DEA BANK LTD. Ss 
= 8 Founded1771 Manchester, zB | complete banking facilities are at his disposal. ene a 
= 2 SS enquiries to the Overseas Department. mee 
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novelty of the situation, are thinking on rational and liberal 


But there is some reason to believe that others have trying 
to legislate by past experience, and have been looking backwards 
to the days before the discount houses had a clear and 
acknowledged role in the short.bond market and when almost 
surreptitious business in bonds was made possible only by the 
expedient of “mixing” them in parcels of bill collateral. But 
in those days there was no sort of assurance that the authorities 
would approve such operations if the question arose, whereas now, 
provided it has operated within prudent limits and. has confined 
itself to bonds with less than five years’ life to final maturity, the 
discount market has the assurance that the authorities will stand 
behind it. From this point of view, therefore, bank loans against 
bonds are almost on all fours with those against bills... There is, 
of course, the greater risk of depreciation, but the banks naturally 
safeguard themselves by exacting a fairly substantial margin of 
collateral. It would be useful, incidentally, if margin practice 
could be standardised, 


* * * 


“Staggering ’’ the Power Load 


This week’s warnings of possible power cuts—in the middle 
of an August heat wave and the holiday season—were due to 
generators being taken out of service for summer overhaul. But 
they lent particular point to last week’s announcements of the 
complicated arrangements which have been made to avoid the 
dislocation of industry by a repetition of last winter’s widespread 
power cuts. 

Even with “ staggered ” hours’of work in the factories and the 
installation of diesel generators by firms to lessen their dependence 
on the “grid,” there is no hope of closing the gap between the 
potential maximum demand of 11 million kilowatts and total 
generating capacity of 9 million kilowatts. Efforts are now be- 
ing concentrated to ensure that the cuts, when they are made, 
should be orderly and predictable. The arrangements made 
by the Ministry of Fuel and Power give each electricity under- 
taking a “quota” of maximum demand to which its load 
must be reduced on the instructions of the Central Electricity 
Board—thus providing some measure of central surveillance over 
the regional allocation of the grid’s total supplies. Within each 
area, those firms which cannot transfer a third of their demand 
for power from the morning peak periods to evening shifts, will 
be expected to submit to a rota of power cuts, which may take 
the form of the division ofan area into. five zones, each of which 
will be liable to have its power cut on a specified day each week. 
Should these cuts still be insufficient to reduce consumption, the 
rota system may be extended to all industries in the area, power 
being cut—on giving, say, twelve hours notice—for industries 
which had already transferred a third of their load.to off-peak 
periods. Schemes on these lines have already been approved by 
the Ministry. Restrictions on space heating will not be. imposed 
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this winter and, according to the Ministry of Fuel and Power, 
no compulsory restrictions are likely for domestic consumers. 
The authorities now have a formidable array of chosen instru- 


ments for imposing power cuts ; they include a statutory Order 


to enforce staggered hours, supply targets for electricity under- 
takings and a multiplicity of schemes and plans throughout indus- 
try for spreading the power load over a longer working day and 
ironing out the peaks. The complexity of this machinery is 
certainly a tribute to. the intricacies of na problem. Each area 
has its industries which, are unable to transfer a third of, their 
power consumption owing to technical difficulties or perhaps even 
to labour resistance in some cases. The success of ecouony 
measures accepted by industry may still be jeopardised by the 
thoughtlessness of domestic users linked to che same circuits. 


* x x 
Golden Harvest : 


After an astonishingly short growing season followed by the 
easiest harvest for a generation, the genéral verdict on British 
corn crops is favourable... Yields are much better than was at first 


‘feared and the quality is good. But the European grain position 


generally looks far from healthy and the harvests promise to be 
even lighter, than earlier estimates suggested. The wheat yield in 
the Danube Basia has been poor, but to some.extent this will 
be mitigated by the good maize crop. In Scandinavia and parts of 
Germany, the hot dry summer. has. caused some deterioration, 
whilst in Czechoslovakia the wheat harvest is expected to be only 
two-thirds of last year’s, and rye 80 per cent ; deficits of bread- 
grains and fodder have been estimated at 300,000 tons and 800,000 
tons respectively. In Greece the production of all grains is re- 
ported to be 30 per cent below last year’s harvest and 40 per cent 
below the pre-war level; the wheat crop is expected to yield 
18.4 million bushels—a decline of 35 per cent on 1946, According 
to the latest FAO report, Europe, North Africa and Asia will 
require an import of 34-38 million tons of grain to cover basic 
needs in the coming season, 

Even in the major grain producing areas there are unpleasant 
indications. The Australian crops are growing well on a larger 
acreage, but the whear area in Argentina has been reduced. The 
first official estimates from Canada give the current season’s wheat 
out-turn at 358.8 million bushels compared with 420.7 million 
bushels a year ago. Oats will be a small crop, and barley is also 
expected to yield less than in 1946. The latest forecast from 
the United States puts the wheat harvest at 1.4 billion bushels— 
another and even better bumper crop; last year’s record out- 
turn was 1.156 billion bushels. This quantity would be sufficient 
to.furnish..500 million bushels.for..export,.which itis understood 
has been set for the coming season. But there are indications 
that even if action is taken by the US Government the target is 
likely to be unfulfilled: The American maize crop is expected 
to yield only 2.3 billion bushels compared ‘with 3.3 billion bushels 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports also appear in the Supplement; Arthur Guinness; Ropner Shipping; Suburban and Provincial ‘Stores. 
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in 1946, and since there is a smaller oats crop, the feed situation 
bebine to look precarious, Domestic consumption of food is. likely 
to continue at a high level while prosperity 1s maintained in the 
United States, and a large diversion of wheat supplies from the 
export market to feeding livestock is likely to follow the maize 
failure. It is too early even to guess how much wheat may be 
used in this way, but the earlier estimate of a deficit of 4 million 
tons between world grain requirements and the world exportable 
surplus will probably turn out to be over ro million tons. ; 

For the first time in the history of the Chicago market, maize 
stands at a premium over wheat. Even if the Marshall Plan 
provides European countries with sufficient dollars to buy bread- 
grains, American farmers are unlikely to market sufficient quant- 
ties, except at high cost. Only a miracle can prevent an acute 
grain shortage in Europe during the next twelve months—and 
Europe is tired of waiting for miracles. 


Baltic’s Air Freight Section 


It may be too early to say that civil aviation has started on, 
the wrong foot. But it is a symptom of the times that states should 
have displayed almost universal eagerness to set up monopoties, 
and that not only in Great Britain, but also in the United States 
and elsewhere, they should have rejected the claim that air trans- 
port is a modern extension of sea transport. Private enterprise, 
operating in the limited field of charter and freight air transport, 
left open since the war, finds that the affinity of commercial air 
transport to shipping grows from day to day ; hence the opening 
of an Air Freight Section of the Baltic Mercantile and Shipping 
Exchange must be regarded as a logical development. Numerous 
companies which now operate charter aircraft have been seeking 
for some time to establish a sound commercial basis for integra- 
ting their growing industry, and the experience and success of 
the Baltic Exchange in chartering ships for world commerce 
during 200 years suggests the way towards a soluiion. The 
shortage of air liner transport has tended to overstress the “air 
taxi” side of the business, but in the long run it is the carriage 
of goods by air which is likely to prove the main standby of 
commercial (as distinct from state-controlled) civil aviation. There 
are good cargoes to be carried, usually of a specialised nature, 
which can stand the extra cost of speedy transit ; these include 
medical supplies, machinery. and spare parts, luxury perishables, 
bullion, documents and commercial samples of every kind, 
including bulk commod'ties. 

The main difficulty at the moment, from the charter aircraft 












In addition to the short “ Statistical Summary ” which 
appears weekly in The Economist, a full service of 
statistical and factual information appears weekly in 


Records and Statistics 
Supplement to The Economist 


Records and Statistics is a separate, self-contained 
weekly publication of from 16 to 24 pages. It includes 
not only many statistical tables but also factual records 
of public affairs, including Parliamentary activities and 
digests of state papers, and industrial and commercial 
ceports from home and overseas. It is believed to be 
the most comprehensive statistical and factual report 
appearing weekly anywhere in the world. 

The Records and Statistics Supplement to The 
Economist is available by postal subscription only. The 
subscription, which may be sent direct to this office or 
through a newsagent, is 30s. per annum. For those who 
are already direct postal subscribers to The Economist, 
the economy of posting both publications together makes 
it possible to quote a combined subscription of £4. 
Subscribers to The Economist who wish to receive 
Records and Statistics should notify this office as soon 
as possible, but are asked not to send any money until 
an account is rendered. It is regretted that it is no 
longer possible to supply back numbers of Records 
and Statistics or to date s fiptions back. 

Paper shortage also makes it impossible to supply 
sample copies. For a limited time, however, subscribers 
to Records and Statistics will be allowed, if they wish, 
to cancel any unexpired portion of a subscription. 
THE ECONOMIST, BRETTENHAM HOUSE, LANCASTER PLACE, 

LONDON, W.C.2 
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operators” viewpoint, is to find the cargoes at the right tim 
from the prospective shipper’s point of view, to get the righ: 
craft at the right time and place to make its use pro 
Membership of the Baltic has now been thrown open to: 
transport industry and as a result brokers should be ; 
“marry ” cargoes and aircraft, as they have been doing 
for so long. This step should go some way to obviate the comp 
diseconomy that one-way cargoes have to bear the cost of du 
return flight without pay-load. Further advantages may be antic. 
pated from the quotation of freight rates and the long overdue 
framing of satisfactory “ time,” “ voyage” or “ bareboat ” 
parties, similar to those which have long been universally 
fer carriage of goods by sea. 

Air freight agents and operators overseas are watching the 
development closely and there is a chance that the Londe 
freight market may become the international centre of air cha 
ing as it has been for so long of ship chartering. Some operatom, 
however, still visualise a system which might be described as 5 
cross between Keith Prowse and a supreme commander's “ opera 
tions control room ” ; in particular they maintain that a mechanism 
suitable for shipping is too “ slow” for arranging air trans . 
They possibly do not realise that although the floor of the Bate 
is open only from ro to 4, it is the broker’s job to provide-a 24 
hour service for his clients. There is welcome evidence of strong 
support for the new project from the more experienced ai 
operators. But a successful and internationally recognised 
will not develop without the support of the principal users of air 
transport, and their participation, or that of their chartering agent 
must be assured. 






* * * + 
Trade in Tea e 


An initial step in the re-opening of Mincing Lane has been 
taken by the Government in sanctioning tea imports by merchany 
on condition that the tea is re-exported after blending. This move 
will be of some help in re-establishing the once pre-eminent ° 
position of London in the world tea trade, and it has comé none 
too soon. Free auctions have been operating for some months 
in both Calcutta and Colombo, though since the United King. 
dom has, in effect, boycotted tt.em, dealings have been restricted, 
Nevertheless they are something of a threat, for either or 
of these centres are trying to fill the lack of a central market if 
the world tea trade which has become evident since tea was freed 
from international allocation. = 

Mincing Lane possesses many advantages which do nor exist in 
either India or Ceylon, and of these perhaps the most important 
is its expertise in blending. A number of large pre-war buyers of 
tea, including South Africa, Australia and America, are stil! boing 
their supplies direct from the growing countries, so that & 
volume of re-export trade in tea from this country is unlikely to 
assume its pre-war proportions for a long time, and te 
could do so only with difficulty. Nevertheless, with its fl 
ence in blending teas to suit particular palates, London may well 
regain a useful proportion of this trade. : 

The Indian tea trade in the coming months, granted the diff- 
culties of partition, will be somewhat insecure, and this may 
provide an opportunity for Mincing Lane to expand its operations. 
Most of the tea imported for blending will be destined for the 
Continent and certain colonies ; this trade is quantitatively 
and its main value will be to enable the market to re 
its trade connections and to prepare for the eventual day whea 
the Ministry of Food ceases to be the sole purchaser of supplies 
for home consumption. os 

The Indian Government has granted permission to the Ministty 
of Food to purchase 268 million !b. of tea ; this increase over the 
origina! 200 million Ib, limit is to cover the additional contract 
offers. Provided that there is no hold-up in delivery, these 
supplies would cover a 2} oz. weekly tea ration, but the Govel 
ment has stated this week that the ration will not be i 
beyond the present level of 2 oz. This decision, presuma 
has been taken in order to increase stocks, which have been h 
1un down during the pas: year. 


* * * 


Growth of the Trade Gap 
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The shortage of fuel and the. severe. weather last winter brought 
about a marked reduction in exports, and as the import programme 
was not readjusted, the adverse balance rose to £32 million a 
month in the first: quarcer~ of, 1947 and jumped sharply to 
{£57 million a month in the second quarter, when the secondary 
effects of the winter crisis synchronised with the full impact, of 
rising import prices. Over the past six months, import prices have 
risen by 15 per cent, while export prices have risen by only half 
that extent. ‘ 

Exports in July are usually high, for the month contains the 
maximum number of working days, and shippers are eager to 
clear documents before the holidays. On the basis of a national 
month of 26 working days, July shipments were 5 per cent 
higher than in June and thus continued the improvement from 
the coal crisis, an improvement which began last April. Owing to 
holidays this is likely to be interrupted in August and September. 
The following table gives exports for the past 8 months, recalcu- 
jated on the basis of 26 working days a month: 


£ mn. £ mn. 
December, 1946 ............ 90 Aga, « 1947-55. ccccasstianiae 894 
January, 1947 ..:-.-0ccer-r- BR... MAY, 1967 wesscas-. a5. 89} 
February, 1947  ......-..000%: 82} hun” 1967 5 ees abides 101 
March, 2947... .ojcietap hte ang B28 1M AOET WEMiss i a. 106 


The volume of exports in July has been provisionally estimated 
at 125 per cent of the 1938 figure, which compares with 102 per 
cent in the second quarter of 1947, 101 per cent in the first 
quarter and 111 per cent in the last quarter of 1946. The July 
volume figure is the highest recorded since the war, the previous 
best being a year ago (July, 1946), when the export volume 
reached 121 per cent of 1938. The increase in exports com- 
pared with June was almost entirely represented by larger ship- 
ments of manufactured goods, with machinery (£17.3 million) 
and vehicles (£16.7 million) accounting, for the second month in 
succession, for over 30 per cent of total exports. The number of 
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new cars exported totalled 12,156, which exceeded the May record 
by 1.486. The expansion was general throughout all categories with 
the notable exceptions of cotton and rayon goods, exports of 
which were both smaller than in June and in July last year. 
Imports in July, totalling £179.2 million, were £25:4 million 
above the previous peak recorded in June—on a daily average 
basis the increase was 3} per cent—and were the highest ever 
recorded with the exception of January, 1920. Food, drink and 
tobacco imports rose by £11.8 million on the month owing to 
increased arrivals of meat and dairy produce. Meat imports 
were 50 per cent heavier than in June, and about half the increased 
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quantity came from New Zealand; these) arrivals -were indeed 
umely, for meat stocks in the Se ae Saee 
to represent less than a month’s supply at-the end of June, Retain 
imports of raw materials were ey million, or nearly “a third 


above the average for the two préyious ‘months. Imporis of 
machinery were also higher. 


” x * 
Dollars from Tin 


Although world tin production is improving, supplies avail- 
able during the second half of 1947 are estimated by the Com- 
bined Tin Committee to be sufficient to meet only half the 
requirements of the importing countries. The additional alloca- 
tion recently announced totals 15,710 tons, which together with 
the interim allocation of 11,331 tons made some seven weeks 4g0, 
gives a total for the second six months this year of 27,041 tons. 
The United States is to get 14,657 tons, France 4,115 tons, India 
3,263 tons and Canada 1,000 tons. The Committee has emphe- 
‘sised that the present allocations must cover the major needs of 
the consuming countries for the period, although small additional 
quantities may be allocated towards the end of the year. A small 
reserve has been set aside to cover requests for minimum addi- 
tional allocations to improve working stocks of those countries 
whose needs the Committee think are urgent. By this method 
it is hoped to mitigate the difficulties caused by the long distances 
between producing and consuming areas and the generally low 
level of stocks. 

In Malava, tin output is at long last expanding at a satisfactory 
rate. Rehabilitated dredges and open cast mines have been re- 
Started ; in June, 370 mines were in operation as against 252 in 
January. There has also been a steady increase in coal production, 
which in the first quarter of the ¢ urrent year totalled 23,760 tons 
and in the second 57,489 tons. These factors have resulted in an 
increase in tin output to, 8,217 tons for the April-June quarter, 
compared with 4,614 tons in the first quarter of the year. Pro- 
duction in 1947 is expected to reach the target of 46,150 tons 
and to rise to 72,800 tons in 1948. 

With the American demand stili firm, tin is one of a handful 
of commodities which enjoy a certain dollar-earning capacity. But 
tin is subject to international allocation and controlled prices, so 
that its contribution towards redressing the dollar deficit has 
been limited. It may not be possible, for political reasons, for 
sterling producers to break free from an international marketing 
scheme so long as the shortage of supply exists. But it ought to 
be known, particularly in the United States, that despite Britain’? 
dire need of dollars, it is not capitalising the world shortage of tin. 


Shorter Notes 


Agreement on staggered hours in the prinyng industry has been 
reached between the British Federation of Master Printers, the 
Newspaper Society and the Printing and Kindred Trades Federa- 
tion. A shift system to ease the electricity load next winter has 
also been agreed by both sides of the cotton textile industry in the 
Bolton area of Lancashire, 


The sharp increases in the maximum prices of home trade tops 
made from merino and fine crossbred wools will allow Bradford 
to purchase such wools at prices ruling at last season’s auctions. 
First sale of the new season opens next Monday at Sydney and it 
will be interesting to see if prices continue their upward trend. 
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INorth John St... Head _ 24/28 Lombard St. 
LIVERPOOL ~ Offices, LO N DON 


Branches throughout the World 





BANK OF MONTREAL 


(incorporated in Canada in 1817 with Limited Liability) 
Financial Agents of the Government of the Dominion of Canada in London 
CAPITAL... cob ae aes os 
REST AND UNDIVIDED PROFITS vee 
ASSETS IN EXCESS OF ... é 
Head Office: MONTREAL 
Over 490 branches in Canada covering every province, 


$36,000,000 
$43,256,285 
$1,800,000,000 


énd in New York, Chicago and San Francisco. 
Huntly R. Drummond, Esq., Honorary President. 
‘GW. Spite Esq., MG. President. 
Major-General The Hon. S.C. Mewburn, C.M.G., C. F. Sise, Esq., 
B. C. Gardner, eiag * aaa Vice-Presidents. 
B. C. Gardner, Esq., M.C., General Manager. 
London Offices : 47 Threadneedle Street, &.C.2. A. D. Harper, Manager. 
9 Waterloo Place, Pali Mall, $.W.1. T. E. Roberts, Manager. 


The Bank undertakes general banking business and with its numerous branches 
offers spe.ial facilities in Canada, Newfoundland and the United States. 
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COMPANY MEETINGS 


JAMES HOWDEN AND 
COMPANY 


RECORD ORDER BOOK 
MR C. W. HUME ON THE OUTLOOK 


The forty-first ordinary general meeting of 
James Howden and Company, Limited, was 
held, on the 27th imstant, at 195 Scotland 
Street, Glasgow, Mr Crawford W,. Hume, 
M.LN.A., the chairman, presiding. 


The secretary, Mr James S. Niven, read 
the notice convening the meeting and the 
report of the auditors. 

The following is the chairman’s statement 
circulated with the report and accounts for 
the year to April 30, 1947: — 


For the convenience of the shareholders, it 
has been thought advisable to revert to the 
practice of publishing the chairman’s state- 
ment along with the directors’ report and the 
accounts. 


Since the last meeting, Mr James B. 
McGillivray, who has been associated with 
the company for 54 years and who has been 
a director since 1922, has tendered his res'gna- 
tion, which has been accepted with regret 
by the board. Having been with the com- 
pany for so long, Mr McGillivray had accu- 
mulated a store of experience which was of 
great value in the work of the board and his 
counsel will be missed in the affairs of the 
company. On his retiral, the Board co-opted 
Mr James S. Niven and Mr Henry L. Paul, 
who have both served the company faithfully 
and well for a numberof years, Mr Niven 
as secretary and Mr Paul as a senior execu- 
tive. It is my confident belief that their 
services as directors will be of great value to 
the company. 


The usual practice has been followed in 
setting out the appropriations in the directors’ 
report. You will note that £30,000 has been 
transferred to the general reserve account, 
increasing this reserve to £185,000. A pro- 
vision for taxation of £185,000 has been 
made, and it should be noted that last year 
we followed the practice of previous years and 
provided in the accounts to April 30, 1946, 
for ipcome-tax due on or before January 1, 
1947, whereas this year in the accounts now 
presented to April 30, 1947, we have pro- 
vided for inceme-tax due.on January 1, 1948, 
and January 1, 1949. This is a substantial 
additional provision. 


DIVIDEND 30 PER CENT 


You will also note that in addition to the 
interim dividend of 9d. per share, or 74 per 
cent., less income-tax, which was paid on 
April 30. 1947, the directors recommend that 


a final dividend be paid at the rate of 2s. 3d. 


' per share, or 224 per cent., less: income-tax, 
thus making»a total of 30 per cent. for ‘the 
year. This dividend, if approved, will be 
paid on the 476,000 ordinary shares.of 10s. 
each, Nos. 1 to 476,000 inclusive. The 70,000 


new ordinary shares of 10s. each, No, 476,001 , 


to 546,000 inclusive, which were issued in 


. April, 1947, by the conditions of the issue, ~ 


do not rank for dividend at this time, 

The. issue of these 
issued capital from £ 
The premium, ln exemen hs bee added 


; solidated 7 
has been increased by £85,852 to £100,385. ou 


mr eh Aten Na ett ERO yt 
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Reserves and undistributed profits now 
amount to a total of £371,513. t 


ADDITIONS TO FIXED ASSETS 


On the other side of the balance-sheet it 
will be noted that considerable additions have 
been made to the fixed assets of the company 
to meet expanding activities. These addi- 
tions, amounting to £95,397, include the pur- 
chase of a valuable site adjoining our main 
works, the erection of buildings and the pur- 
chase of plant, machinery and equipment. 
The excess profits tax post-war refund of 
£48,675, as shown in the balance-sheet, has 
been used towards this development expendi- 
ture. The further refund of excess. profits 
tax, which last year was stated to be approxi- 
mately £6,000, has not yet been received. It 
is now expected that the figure will amount 
to about £11,000, and this also will be 
applied in the same way. 

Last year I stated that the company’s fac- 
tories were fully employed on peacetime 
products. The fuel and power crisis had not 
then arisen, and while this to some extent 
affected the output and employment in the 
factories during the carly months of 1947, it 
also had the effect of bringing a very large 
proportion of the company’s production into 
a position of the highest priority, for, as you 
know, our products are used extensively in 
the equipment of power stations. In spite of 
the difficulties, the output from our main 
works at Scotland Street constituted the 
highest in the history of the company. In 
the MacLellan Street factory a high level of 
production has also been achieved, but much 
ingenuity and improvisation have been neces- 
sary to overcome shortages of materials and 
bortlenecks. The demand for the products of 
this factory is extensive, and I believe we shall 
find it possible during the present year to 
maintain or increase its output. 


FULL EMPLOYMENT ASSURED 


Our order book, which reflects the demand 
for power station and marine equipment, 
continues to increase, and the orders we have 
on hand exceed all previous records. Given 
supplies of steel, fuel and power, and in this 
we are receiving the support and help of the 

ernment Departments concerned, and 
provided there is no serious setback in the 
industrial activity of the country, full employ- 
ment is assured for a long time to come. 


The loyal co-operation of the administra- 
tive and executive staff and of the workpeople 
has again been evident, and T should like on 
your behalf to thank all the employees of the 
company for their faithful service. 

The report and: accounts were adopted ; 
the proposed dividend was. approved ; the 
retiring directors, Mr J. J. Craik Henderson, 
Mr Norman Burke, M.I.Mech.E., M,I.Mar.E., 
A.S.M.E., Mr James S. Niven and Mr Henry 
L. Paul, M.B.E., were re-elected, and the 
auditors, Messrs. William Hart, ‘Inr. .» and 
Wilson, were reappointed. 


WATNEY COMBE. REID. AND 
COMPANY, LIMITED 


RESTRICTION OF OUTPUT 





The ordinary general meeting of Watney 


Combe Reid and Company, Limited, was 
held, on the 28th instant, in London, Major 
Arthur C..Bonsor (the chairman) presiding.” 


The following is an extract front his*circu- ~ 


~ lated statement: Our output and profits have 

suffered from the 15 cent. cut in Be 
standard barrelage of 1945 imposed in. May,. 

1946, to. save mateérials. In August Mier a 

, 10 per cent. cut in! Ci genis Maa ga 





imposed. _ The » while enabling us to 
make available for the public, at 
the same time dep the quality, I am 
to say that this la i now 
removed, and | on 
the relaxation to i ee i 


pony and LCI, which if they teagan sture, 


It has been a very difficult 
have had to face rising costs in be 


ond improves, but it is oe . 
are vs from producing cn ( 
meet legitimate requirements _ 
public. ve are producing up to th a 
mum quantity allowed under «¢ 
restrictions. 

With regard to the replanning of I 
many schemes have now been prepare 
the London County Council 
authorities which the future ¢ 
properties, and there are many more 
Our policy is to watch your interests 
at the same time co-operating with . 
authorities and with other brewery companies 
in the spirit of the Licensing Plannj “t 
1945. One point I would like to make refen 
to the Greater London plan which has fo 
emerged in what looks to be its final ¢I 
the hands of the Ministry of Town 
Country Planning. This plan envisages 5 
great decentralisation of populati 
1,000,000 ple—from London to oa 
suburbs and outer areas, and the new f 
dentia] areas will need an adequate 
of licensed premises to serve them, 

In some of the reception areas there if 
present an unfortunate tendency among the 
local authorities concerned in preparing. 
plans to allocate too few sites for both 8 
and “ Off” licensed premises. 

Having regard to the very difficult 
— bony which we have had to 

uring the year, the revenue from trading 
£1.434,142 is not unsatisfactory. . 

The report and accounts were adopted and 
a final dividend of 9 per cent., making 15 per 
cent., and a bonus dividend of 5 per 
the deferred ordinary stock were decal 





DUFAY-CHROMEX, LIMITED 
SIR HERBERT MORGAN'S SPEECH 


At the meeting of Dutay-Chromes, Lilie 
held at Chartered Insurance Institute, 
Aldermar.bury, E.C.2, the chairman, Sit 
Herbert Morgan, said: 

The consolidated revenue account shows 
that during the year to September 30, 19%, 
a net profit of £58,107 was earned after 
making provision for taxation and ‘cn 
tingencies. 

New subsidiaries, Coronet, Limited, ant 
Standard Cameras, Limited, have made a 
encouraging start ‘towards recapturil 
war markets for cameras, and “Cub” 

and “Cameo” camera are meeting 1 
enthusiastic reception from all over the world. 

Cellulose acetate sheeting products —_ 
great demand. 

“ Dufaylite Honeycomb,” to which Im 
reference last year, now used in ) 
airplane construction and for many 
purposes. Weare -negotiating li 
manufacture. of + Dutavlite Honeycomb 
abroad, which we hope will provide us ” 
Steady source of revenue. 

Our wholly-owned subsidiary, 
maintains its position as largest individ 
photographic business of its kind im 
country, serving some 1,000,000 customes 


year. ; 
cane have. es, capital for prog 
‘ore us - unlimited dJemana ' 
orders’ in hand capable of pr 
tial profits in future years. , 
research ae i ad product: 7” 
market w shoul to’ fe f 
Discussions are taking “betweet 2 







prove of lasting benefit to the ¢ 
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THE ECONOMIST. August. 30,1947... 


GOVERNMENT RETURNS 


For the week ended August 23, 1947, total 
ordinary revenue was {45,403,325, against 
ordinary expenditure of 64,719,631 and 
jssues to sinking funds Nil. Thus, in- 
cluding sinking fund allocations of £4,411,384 
the surplus accrued since April Ist is 
£251,530,227, against a deficit of £395, 199,373 
for the corresponding period a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 

































Receipts into the 
Exchequer 
(g thousand) 
Aap |..April..| ieee aahocia 
Revenue jie Bate i | 1 | Week Week 
/1947- 48| to to | ended | ended 
| Aug. Aug. | Aug. | Aug. 
24 ZS | .24°%)..23 
E886 1947 | 1986 1947 
Oroinary i j 
REVENUE 
Income Tax - 1073000 349,279 319, 023 22,848) 10,142 
Sur-tax _. ese 80,000, 14 DP 16,380. 350 
Estate, etc., Duties! |155°0001 58 67,079 2,160, 2,570 
Stamps........-+ | _ST, 000! is 350 18,430 1,400) 1, = 
N.DE. ...2-+-- Ul ggg 000) 12,459 | 11,130 
E.P.T. 125,081 82,586, 7, 5,200 
Other Inland Rev. 1,000) 148 100, sere 
Total Inland Rev, 1568000) 573,143, 514,728 35,2 
Customs. .......- 736,960, 223,471, 299,67 ¥ 
iti. .< 5 Loves 645,040) 225,100 231,300) 10,728) 9,000 
Total Customs &) 
Exeise ...... <4 _ss0000 448,571 530,976; 20, 23,012 
Motor Duties ....| $0,000, 8685. 9,863... bt.g 


Surplus War Stores 95,000} 14,628 65,161) 
Surplus Receipts) 
from Trading ..! 55,000, .. 





Post Office (Net 
Receipts) .... 
Wireless Licences . 

Crown Lands .... 


Receipts from) 
Sundry Loans. 
Miscell. Receipts. . 


Total Ord. Rev... |3451 


~~ 


SeLr-BALANCING | 


Post Office ...... = 46, so 1,850! 2,600 
E.P.T. Re funds| 49,000 92,437| 10,769 4,185, 3,138 
See. 42008 |364423011211460, — 70, 


Issues out of the Exchequer 
to meet payments 





(£ thousand) 
Esti- | April | April 
Expenditure mate, 1 1 Week | Week 
1947 to to |.ended | ended 
Aug. | Aug. | Aug. | A 
24 23 24 
Z =i 1946 | 1947 | 1946 | 1947 





ORDINARY 
EXPENDITURE 
Int. & Man. of 









Nat. Debt..... 525, 197, 200,876; 3,794; 5,140 
Payments to N. 
epee 23, 7,108| 7,371; 1,537) .. 
— i Nat. Leal 
dey e6ho.4i 50,000 50, 
Other Cons. Fund) lage 
Services ....... 





Supply Services . 
Total Ord. Exp.. 





CAPS I 








Seir-BaLancine 


"0. & Brdcasting) 144230 46, 
acome Tax on} 


E.P.T. Ref unds; 49, 
Total 


sure ag oe by ft oso 


the gross National Debt by er tee to £25,525 million. 


NET UES (£ thousand) 
P.O, and Telegraph mn 
E-P-T, Refunds 


SF TOO wee eee Eee ee esas 


ary Ai 





Housing a empor: 
1) 





POOR ew ee ee eR ee eee 


12,596 


% Ce £3 


Treasury Bilis ..... 39,891 
24% Defence Bds.. 607 


Tax Res. Certs... _ 32 | 3% Term. Annuities 1,278 
Other Debt :— Other Debt :— 





| 8:000) 3, SATS, 8 7 


ME Ao | 56,000 258,579, 211,544) 55,522 5,140 
- 2635114 1205362, 853,900 900; 48,369| 59,580 


[s191ni4i1463940)1065444 103891) 64,720 















rade Guarantee Act, 1939, Sec. 4 (2).. or 
a Oa 


CHANGES IN DEBT ({ thousand) 
Net Receirrs Ner RepayMENtTS 
National Savings. . 
3% Defence Bds... *2,437 





External ,....... 27,923 Internal... 2. 2s. 38 
Ways & Means Ad- 

Vanees . oink 2 1,780 

Treasury Deposits. . 30,000 

68,453 35,683 


* Including £1,703,482 paid off on maturity. 
FLOATING DEBT 





(£ million? 
Treasury gh me 
Bills hav we Trea- 
| ET hte 
Rei 27 dite | ‘loat- 
Dain Bank poste ot 
Tender | Tap Public] ot Backes : 
Depts. | Eng- % 
iand 
Tes alate oem 





Aug. apne -a{asan-a 433-9 | 12°25} 16575 | 6565°0 


| 


moet 











Mavi? 2190/0} 2627-1} 348-0] 5-25 | 1463-5! 6633-8 
y» 24 | 2190-0 | 2620-1} 327-5]... | 1463-5 | 660K] 
» 31 $2180+0| 2603-3 | 337-5 | 1-5 | 1463-5 | 65858 
June 7 | 2180-0 | 2584-9} 341-5] 5-5 | 1463-5) 6575-4 
» 14 | 2180-0 | 2592-1] 347-1 | 10-25 | 1453-5} 65829 
w» 21, | 2180-0 | 2614-4} 341-9] 10-0 |1443-5| 65898 
yy 28 | 2180-01 2537-3| 369-9]... 114420) 6529-2 
July 5 | 2180-0 | 2584-9] 356-7] 6-25°} 1568-5 | 6496+4 
nm 22, | 2180-0 | 2541-0) 378-6 |... |1358-5 ) 6486-0 

19 | 2180-0 | 2505-1| 328-9] <-> }1408-5') 6420-5 
. 2 -0)2493-4| 270-9] ...) | 1408-5 | 6352-8 
Aug. 21 2180-0) 3470.4 317-7 | 2-5 | 1400-5! 6371-0 
9.|2180.0 | 2424-0} 348-4] 5-5. | 1400-5 | 6356*4 
» 16} 2180-0 | 2428-2} 336-7 | 11-75 | 1380-5| 63371 
ny 2180! 02467: 9} 336-9 9-75 /1350-5 | 6345-1 
| 
TREASURY BILLS 
i€ milliog) shape rash t 2 
Average | 
Amount Cent. 

Date of ae Allotted 

Tender | at 
tered 4 aoe ment Min, 
“0 Nate 

1946 

Aug. 25 150-0 | 263-7 | 150-0} av 1-52 43 
May 23 | 160-0 | 284-5 {160-0} 10 1-45 43 
, 30 | 190-0 | 262-5 | 170-0} 10 1-66 49 
June 6 | 170-0 | 290-5 | 170-0} 10 1-49 45 
» 13} 170-0 | 277-7 | 170-0} 10 1-61 49 
* 20 | 120-0 | 282-0 | 170-0] 10 1-65 49 
27 | 170-0 | 288-41 170-0 | 10 1-43 46 
July 4 | 170-0 | 292-1] 170-0] 10 1-51 46 
» 11} 170-0 | 299-8 |.170-0] 10 1-09 40 
” 18] 170-0 | 294-5 | 170-0} 10 1-39 “4 
” 251 160-0 | 292-4 | 160-0] 10 1-24 40 
Aug. 1| 160-0 | 287-9] :160-0} 10 1-11 39 
» 8 | 170-0 | 276-6} 170-0} 10° 1-48 49 
». 15 | 120-0 | 235-6 | 170-0 | 10 2-34 68 
" 22 | 170-0 | 258-4] 170-0} to 1-58 55 


~~ On Aug. 22nd applications for bills to be paid on Monday, 


Tuesday, Wednesday, Thursday and Friday were accepted 
as to about 55 per cent, of the amount applied for at 
£99 17s. 5d. and applications at higher prices were accepted 
in full. Applications for bills to be paid on Saturda 


99 17s. 6d. and above were accepted in full. £170 million 
maximum) of Treasury Bills are being offered for Aug. 29th. 


For the week ended Aug. 30th the Banks will be asked 
for Treasury deposits to an amount of {30 million (max.). 


NATIONAL SAVINGS 


pt RR, opt nc 
; Totals 
— ees (Mag Sho 
a ae 17 | Aug. 16 | | Aug. 16 
6 | 1947 1947 _ 





2,000 ia La 97,500 
seccurearne 1,750 | 2,300 | 56,250 


1,110 | 35,360 
755 | 14,373 


eter enweee 





Statistical Summary 


BANK OF ENGLAND 
_ RETURNS 


august 27, 1947 
ISSUE DEPARTMENT 
Notes Issued : Govt. Debt... 11,615.00 
In Circln.... 1393,436,169| Other Govt. ‘ 
In Bankg:. De- Securities’? .. 1438, 405,793 
partment... 56,811,664 Other Secs... <ncovsin 9 9O,043. 
; cae si alee cae : 
: than -es ae 9,064 
Amt;..of Fid,——_——__—— 
Gee. tes 1450,000,000 
Gold Coin and 
Bullion - - {at 
172s,: ad, 
oz, fine)..... 247,833 
1450,247,833 1450,247,833 


BANKING DEPARTMENT 











. | : £ 
Cabidaile |... Gh, dedlood| Gapriigecs.... s0e,f6,175 
Piss 6506 3,887,825 | Other Secs. : 

Public Deps.*. 14,040, 792 Discounts and 
pee pete aca 
eC ocee 
Bankers, .... 282,032,109 
Other Accts 93,396,364 Pry 
OUGS. . . came . 56,81 . 
375,428,473 
ye eee 2,459,934 
407,920,090 407,910,090 
‘ening athoga, Savings Banks, Commissioners 
of Nati bt Dividend Accounts. 


COMPARATIVE ANALYSIS 
(é million) 


1946 1947 





Issue Dept. : 
Notes in circulation obnes 1367 - 5|1411-8)1399-4)1393-4 
Notes in 
WNOIE, 6 sicnin w hd © etn 40d 32-7| 38 50- 56-8 
Government debt and 
SONS. . da dy nense 1399: ; 1449- 7 1449-4 
oo securities......... et & 3 
Valued at s. per fine oz. 19/8 17/3 173/ 173/38 
Banking Dept, : 
Deposits : 
Public 14-0 
Bankers’...... Ve Girvwe’ 282-0 
Others 93-4 
Tee is behbeee 389-4 
Securities : 
Government....... tees 308-1 
Discounts, etc... 16-6 
Other 23-9 
FORE Soi os 00 cun es seikoke 348-6 
Banking dept. res. §9-3 
; 15-2 





* Government debt is £11,015,100, capital £14,563,000 
Fiduciary issue raised — m_ £1,400 i 
million on December 10, 1 
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GOLD AND SILVER 


warts, Bank ot B ee eed ee 
remained at Bi eat ounce oe throughou Lacy 
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THE HONGKONG AND SHANGHAL 
BANKING CORPORATION — 


(Lneorpougted in the Colony of Hongkong.) 


seeente Pinos Stemi OP Ss 
OF TEMOERS ght: eed 


Head Office: HONGKONG. 
Chiei Manager’ Tae Howeurasne Ma. A. Mose, OBB. 


AGGREGATE ASSET> 
at 31st March, 1945 Established over 80 years 
€78,536,585 


BRANCHES. 12 
Amoy Colambo *Kobe Nanking *Souraba 
Bangkok *Dairen Kowloon New York Sungei 


Represented et over 
in New Zealand and at Melbourne, 
Victoria; Sydney, New ae! Wales. 
Suva, Fiji; Apia, Samoa | 
London Office: 9, GRACECHURCH STREET, E.C.3. 
Head Office: WELLINGTON, N.Z. HONGKONG & SHANGHAI BANK (TRUSTER) LIMITED, 
Qracechureh Street, E.C.3, a company imeorperated in sod an 
Hongkong and Shanghai Banking Corporat is prepared to act as : 
Trustee in approved cases. Trustee Companies, also to the Corporation, are 
in Hongkong and Singapore. 


Full partiowars may > had on application. 


London Office: 
1, Queen Victoria St. £.C4. P, L. Porter, General Manager 
©. M. Samuel, Manager 










REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER, | 
ANNUAL INCOME aaenamnid -  €£16,300,000 
ASSETS EXCEED - €97,000,000 
CLAIMS PAID EXCEED : - €981,000,000 
(1946 Accounts) 


We provide a complete and informed banking — 
service for foreign traders through branches} 
from coast to coast. Correspondents the 9 


world over. 


BROADSTAIRS 
GRAND HOTEL. 


| 

| 

j 

A modern, well-appointed hotel in an unrivalled | 

position. 100 comfortable bedrooms (many with private 
bathrooms), central heating, hot and cold water and 
telephone in every room. Delightfully furnished 
lounges and restaurant. Varied high-class cuisine. 
Excellent and well-stocked cellar. Everything to ensure 

a perfect holiday. | 

} 


London Offices—6 rane, E. B. McInerney, Ms : 
2-4 Cockspur St., $.W.1, L. R. Newman, Mgr. © 1 


THE ROYAL BANK 
OF CANADA  ) 2 © Pranic: in 


Canada, Newfoundland, 
Head Office: Montreal e . 
Offices in New York and the West Indies, Central ~ 
Paris and South America. 


Incorporated in Canada im 1869 with Limited Liability. 






















A NICHOLSON HOTEL 
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THE ASSOCIATION OF ‘CERTIFIED. AND 
CORPORATE ACCOUNTANTS 


The -hall-yearly PRELIMINARY, INTERMEDIATE and FINAL 
AMAMINATIONS for candidates will be held on Tuesday Wednesday 
and. Thursday, December 2nd, 3rd and 4th next, in Aberdeen, Belfast, 
Birmingham, Bournemouth, Bristol, Cardiff, Cork, Dublin, Edinburgh, 
Glasgow, Hull, Leeds, Liverpool, Loon, Manchester, Newcastle-on- 
Tyne, Nottingham, Plymouth and Sheffield, and at such other Centres, 
it wn vy, a8-circumstances may warrant. 

Entries must be received on or before October 1, ma at the offices 
of the Association, 22, Bedford Sayare, London, W.C.1 


Reig etd RESEARCH. A leading manufacturing and trad? 
in process of expanding its alreudy extensive research de 
offers positions of responsibility to adequately qualified men, od 
tion to the comprehensive background and experience necessary 
planning and carrying through inyportant consumer research — 
qualifieations should include an understanding of the marketing 
cance and application of research results, Letters of application 
be as detailed as necessary end should state age and salary € 
; Address Box S52. 
SHRIDGE—BERKHAMSTED, HERTS. (Principal—General_ Sir Be cE 
Bernard Paget, G.C.B., D.S.O., M.C.).. Ashridge is a residential 
Goines fer education. in ‘itizenship and provides an open forum for wear require well-educated woman as vg and Merchandise 
discussion. Course 37 eekend . September 26-29, 1947.. INTER- | ager. Fashion flair and balanced business gment essential. 
NATIONAL AFFAIRS: THE NEAR AND FAR EAST, Subjects:—Re- | experience, social and press contaets, sketc Pr ability desirable, 4 
coustruction -in' China, His Excellency the Chinese Ambassador; The _ preferred, seen eee full varticulars in Hing ab to the 
Future of Japan, John Morris, Esq., M.A., M.Sc. ; The American | Director, Box 55 
roia; The Near East in Wor olities, Professor ighton, | DMINISTRATIVE or executive osition re uired. Adve acum 
M.A., B.Litt.; The Pacific Campaigns, William Courtenay, Esq., War i ee wide commerc:al and ve Positio Egquired. now ‘ 
Correspondent. The Course assembles Friday evening and disperses peasenens at about £700. Salary not first consideration, but 
~ 7 a ae, Sores. heen ice B a agen went | post with scope and prospects. Used to full responsibility for, 
ou ma © the Bur r erkhamsted e ele- ess. Glas i —Box 
phone: Little Gaddesden 3191, busin asgow, Kilmarnock, Ayr. district preferred. 
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—_ a % TSWOM - tres 
Vacancy occurs for accurate shorthand- -typist as Assistant to goo AN (23), Dipl. Com. pew studying C18... Ge 
i 
| 

















as assistant secretary in industrial organisation, country . 
Secretary of. Comptroller. Inter post with good prospects. 
Would suit girl with some experience hg to improve position, but | oie Sab. Possesses tact, capacity for work, and sense of responsi 
a a eae ee might Mol pe a (stan : of roms must Bee ea Se ; ; ———— 
SO et ee ee ee ee se OUNG lady (20), B.Com, (First Class Honours), seeks post or 


nected with statistical research into market or financial 

ECRETARY shorthand-typist required for Secretary of Group of | Preferably with =e rm.—Write Box 6595, Williams's Ady 
Companies; Interesting post requiring accuracy, commonsense and | Offices, ee eee Te 

discretion. 5-day week, pension scheme.— 548. 


Patteseeiismeemgapanaiigreapinattahtitinlocianionniencetinsagenoe 
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HE WHITEHALL LETTER, An intimate weekly study of politics, | Postal 
= Set et Roe economics. By private subs¢ription.—Mitre House, Sc.E 
Bote: oe fie i phen pe OAL Tuition for 

















TATISTICIAN required for media analysis and research by leading fe 
S "iain ucat The London University B.Sc. fo eens Seen oe 

I ole P feticw ‘hee = Len rated eae and welfare work in commerce and industry, and for teaching of administrative p 
Ago under 3. alaty end pee a worn: inseadet . Edneation authorities, eto, The degree is open to all, without University 







a Baa may prepare for the thtee examinations at home under the expericnced ¢ OE ee 
DAL AGE—Install NU-WAY a, re ated Hail (est 1894) : moderate fees payable by instalments, if desired. . 
: okie ee Ne om Ho Wat Prospectus from Dek Pe, WOLSEY HALL, OX FOI 


Printed in Grest Britain “by St “Kingsway, Lande ehahiedentttes tee ate tee Ge 
ee Lancaster Place et mi or 5S. "Sete a WC2 Py oa 9m Peso Ree 


